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__Innovation THE ZULUS AND 
ELECTRONIC WARFARE £;i €m 


under Lord Chelmsford invaded Zululand in southern 
Africa to claim it as Crown property. The campaign 
was expected to be over before the month was out. 

But the Zulus proved to be no walkovers. 

Among their many military talents was their use 
of deception. One trick was for an impi (the equivalent 
of a division) to condense its formations so the enemy 
could not count its regiments. Another was to have 
small, diversionary groups of soldiers drive herds of 
cattle around the countryside, raising dust and deceiv- 
ing the enemy as to the location of the main Zulu force. 





Utilizing such deceptive tactics, the Zulus misled 
Shelmsford into splitting his army and taking half of 
iton a wild goose chase to the southeast. 

Meanwhile, from the north, the main Zulu impi 
of 20,000 attacked the remainder of the English force 
relaxed at the base camp at Isandhliwana. The sur- 
prise was complete. The British were massacred. And 
Chelmsford, hearing of the disaster, retreated to Natal. 

The Zulus were applying a timeless principle of 
warfare. Deception. A sin in everyday life, in time of 
war a virtue. In the late 20th century it has become 
essential. 

Nowadays, the primary medium of this realm of 
warfare is electronic. Planes, tanks, ships, helicopters 
all have electronic means of finding the enemy or pre- 


venting him from finding them. Modern battle now, 
more than ever, favors the side with the most effective 
electronic technology. 

While the Zulus used deception to help them win 
a battle, that tactic is now interwoven into every aspect 
of defense. From the movement and intentions of vast 
forces, down to individual encounters between aircraft 
or tanks, electronic deception is decisive. 

But beyond this, electronic technology becomes 
decisive on the grand strategic level. For it is part of 
the deterrence that compels potential enemies to find 
ways to be friends. 


= Lockheed 


Giving shape to imagination 


The Battle of lsandhiwana, Charles Fripp, 1877, The National Army Museum, London 
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LETTERS 


Blacks and Jews 


Sir—I read with dismay your ar- 
ticle “Blacks and Jews come 
apart” (August 27th). Instead of 
fairly assessing the problems that 
concern those two groups, you 
convey the false impression that 
Jews are somehow seeking to 
magnify unimportant issues. 

You refer to the Cokely inci- 
dent in Chicago where an aide of 
the mayor sold tapes which 
stated that Jewish doctors were 
injecting the AIDS virus into 
black children. You describe this 
classic example of anti-Semitic 
hate-mongering as “a nasty, but 
five-month old, Chicago inci- 
dent [which] is being kept alive 
largely because ]ewish uneasi- 
ness will not let it go." Is that 
really fair? Two observers, Fa- 
ther Andrew Greeley and Pro- 
fessor Eugene Kennedy of Loy- 
ola University, both from 
Chicago and neither Jewish, 
have written about the disturb- 
ing nature of anti-Semitism in 
Chicago. 

You acknowledge that the fail- 
ure to denounce and oppose a 
tiny faction called the Nazi party 
led to the mass murder of mil- 
lions. Had there been a national 
outpouring of anger over the 
Cokely incident, and sincere 
apologies from those involved, 
Jewish “uneasiness” would have 
lessened. Instead, The Economist 
is keeping alive the false notion 
that the incident in question was 
not really serious at all. 

You say that the “closed-mind 
passion with which so many 
American ]ews defend Israeli 
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policies blurs the distinction 
that should properly be made 
between American citizens and a 
foreign government." Here you 
do what anti-Semites have done 
for centuries: accuse Jews of hav- 
ing dual loyalties. 

Do you find any dual loyalty 
in the concern of Irish-Ameri- 
cans over the troubles in North- 
ern Ireland? Is it dual loyalty for 
black Americans to express their 
concern for black citizens in 
South Africa? There is an Amer- 
ican tradition that allows differ- 
ent ethnic or religious groups to 
speak out on behalf of ancestral 
or cultural homelands. Why do 
you single out Jews for criticism 

You refer to Jewish leaders op- 
posing "any system of quotas." 
Every poll taken on the subject 
shows that a majority of all 
Americans—white, black, and 
Hispanic—opposes racial, eth- 
nic or religious quotas. Again, 
why do you single out Jews? 
However, it should be noted that 
Jews—who have seen quotas 
used as instruments of anti-Sem- 
itism—are understandably con- 
cerned about the possible re- 
establishment of bias by quota. 

You state that the Jewish com- 
munity has "blended into the 
prosperous,  uncaring  main- 
stream of white America." First, 
blending into the mainstream 
has been the goal of American 
immigrants for generations. Sec- 
ond, I do not think white Amer- 
ica is uncaring, in spite of the 
racism of some individuals. Most 
white Americans believe in 
equal opportunity and fairness 
for all, and support laws which 
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enforce this ideal. I believe there 
is much more opportunity for 
minorities in America than 
there is in Britain, a nation The 
Economist knows well. 

You say "American Jewish 
organisations were scornful of 
Mr Jackson's meeting in Wash- 
ington this month with Israel's 
ambassador; the president of 
B'nai B'rith dismissed Mr Jack- 
son's efforts as inappropriate 
and dishonest. And not all that 
much is expected of his meeting 
on August 3lst with Ed Koch, 
the Jewish mayor of New York." 

The reason that Jewish 
organisations did not think that 
the Arad meeting was helpful is 
that Mr Jackson gave the impres- 
sion he was discussing American 
Jewish concerns with the Israeli 





Bigots — 


ambassador. The Israeli ambas- 
sador is not empowered to speak 
for the American Jewish commu- 
nity. As for my meeting with Mr 
Jackson, most people thought 
the meeting was conducted ex- 
ceedingly well. In the course of 
our discussion, I made it very 
clear that I was not there as a Jew 
but as the mayor of New York. 
There was no discussion of 
black/Jewish concerns because | 
told Mr Jackson such concerns 
are best discussed with Jewish 
organisations, the most repre- 
sentative of which is the Confer- 
ence of Presidents. The impor- 
tant thing is that Mr Jackson and 
I share an overriding concern for 
the cities of America, and for 
solving the problems which af- 
flict them. 

Bigots who hate both blacks 
and Jews take pleasure in blow- 
ing out of proportion problems 
that exist between these two 
groups. These bigots can be 
recognised when they do things 
such as identify Mr Allan Bakke 
of the famous reverse-discrimi- 
nation case as “a Jewish stu- 
dent"—he was so identified in 
your article—when in fact Mr 


Bakke is not Jewish. But the big- 
ots will fail. Blacks and Jews will 
resolve the issues before them 
and continue to stand side by 
side in the ongoing battle for 
equality, fairness and progress. 
EDWARD KOCH 
New York Mayor 





The dollar 


Si&—Your "Economics Focus" 
(August 27th) on the purchas- 
ing-power parity versus the 
trade-balance approach to the 
equilibrium exchange rate was a 
nicely balanced analysis of the 
two opposing theories. 

Unfortunately, your estimates 
of purchasing-power parity for 
the dollar, of ¥200 or DM2.20, 
would have been appropriate 
two-three years ago, but are n 
obsolete. Because of sub 
quently higher  inflation—as 
measured by producer-price in- 
dices—in the United States in 
comparison with Japan and 
West Germany, | estimate that 
current PPP exchange rates would 
be in the neighbourhood of 
¥180 and DM2.05. 

Because the dollar has been 
undervalued for more than two 
years, the inflationary momen- 
tum in the United States is now 
sufficiently high—about 696 a 
year in tradable-goods prices as 
measured by the producer-price 
index—that the Fed, Bank of Ja- 
pan and Bundesbank could well 
be advised to aim for target 
ranges with slightly lower mid- 
points. I suggest that American 
monetary policy be tightened 
relative to that in Japan and Eu- 
rope so as to nudge the dollar: 
to between ¥160 and ¥180, a 
between DM1.90 and DM2.10. 

If these nominal exchange 
rates were held indefinitely, the 
American, Japanese and Euro- 
pean price levels could align 
themselves without overshoot- 
ing their purchasing-power pari- 
ties—and with American price 
inflation. reduced to Japanese 
and German levels, ie, close to 
zero. 

Stanford, | RONALD MCKINNON 
California Stanford University 





Privatised roads 


Sir—You say (August 6th) that 
Britain's giant nationalised in- 
dustries could soon be reduced 
to a tiny rump. You omit the 
most grotesque nationalised in- 
dustry of all: the roads—a vast 
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ered by civil servants in the in- 
erests of a pressure group, 
nding out road space at a price 


vouring land, the environ- 
ment and human life. 
Governments will be really se- 





"they propose applying it to road 
transport, with corporations 
< owning all major roads, and hir- 
ing them out to. users at a price 
.... reflecting all the costs, including 
|. the costs of properly recompens- 
. ing those whose land is com- 
 pulsorily purchased, the costs of 
_ policing it to an acceptable level 
«Of safety and of normal corpora- 
tion and local taxes. 
- Ilford, 
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Disgusted Brit 


knows perfectly well that if it 
ever chases the black vote (“Blue 
blacks", August 27th), it. will 
ose a large proportion of its 
white vote. You must also know 
that a large proportion of your 
aders are white, and that you 
k alienating them with your 
casional pro-immigration arti- 


rights of native ethnic groups to 











m ubscription. 


Si&— In your piece on the origins 
of man (August 13th), you state 
that some 92,000-year-old mod- 
«ern homo sapiens at Qafzeh were 
joined 30,000 years. later by 
Neanderthals, and “the two 


- another 60,000 years before the 
- Neanderthals died out". This 
would make the last 
Neanderthals subjects of the Ro- 
. man empire. Perhaps they could 
- not pay their taxes. 

La Jolla, 


California MICHAEL WING 


Sin—Looked at from. the point 
-of view of the largest unit trust 
"group, your diatribe (September 


whole is more than a little un- 
- fair. You say that in the past year 


g 





t-of-control. system, Mane 
ipletely unrelated to its cost, ^ 


Jous about privatisation: when - 


Si— The Conservative party, 


es; which totally. disregard the. 


ish.perpetuation o 


homeland of their own. Please i bal | 
< ences, and imply that the British ; 


N Hans 


E | years, should Bri be ub d 


v -groups probably lived near one | 


3rd) against the industry as a' 


unit trust charges have been. 





creep ing up, from around 196to 
l. 5-20, At M&G they have crept 


. up to 0.75-1%. You say that.ini« 


tial charges are rising from 596 to 
696; ours remain at 5%.” 
that dealing costs are declared at 
0.496 by some managers; “ours 





-are 0.3%, including VAT. 


You insinuate that (hes reason 
we prefer historic pricing is that 
it favours the managers at the ex- 
pense of the unit holders. Non- 
sense. The main reason is a mar- 
keting one: many of our 
customers and their advisers pre- 
fer to buy or sell units at known 
prices rather than dealing blind. 

What you have done is 
generalise from some of the 
more extreme positions taken by 
a few unit trust managers. You 
have ignored the mainstream 
position of the largest group, 
presumably because our bor- 
ingly customer-oriented prac- 
tices fail to fit in with your theme 
that everyone inside the City is 


out to rip off everyone outside it. 


London 


Tim MILLER 
: M&G Group Plc 


The British in Uganda  . 


Si&—1n your article on the 
killings in Burundi (August 
27th), you ascribe the inter- 
tribal fighting in Uganda wr Brit- 






installed the went of nda 


with. in this incorrect way. Brit- 
ain's policy was to bring the pro- 
tectorate with its four kingdoms 


and some 16 other main tribal 


groupings to independence as a 
largely unitary state. It had to 
take account both of the early 
agreements signed by the first 
administrators with the Kabaka 
and the three Bakamas, and of 
Buganda's geographical dom- 
inance. 

The facts are that power at in- 


dependence rested with Dr Mil- 


ton Obote as prime minister, al- 
though all the kingdoms had a 
degree of federal responsibility. 
Dr Obote appointed the Kabaka 


_ as president a year after indepen- 
dence, on the departure of the 


governor-general, and later used 


the greatly and unnecessarily en-. 
larged Uganda army under Idi 
- Amin to oust the Kabaka.. | 
Mr Yoweri Museveni is, inci- 
ou a Parse ftom: = 
E . has been unbearably high. Re- 





i Berkshire | 


| Copenhagen 


Latin America 





the 


security and prosperity 


which Uganda had before and 


immediately after independence. 


Bradfield, 


CSFB 


Sir—There is a misunderstand- 
ing in your article (September 
3rd) about Credit Suisse First 
Boston and the $1 billion Euro- 
bond issue: It says that Denmark 
published the details of its 
$600m Eurobond deal, allowing 
swap experts to piece together 
the terms of Italy’s swaps. In fact 
Denmark did not publish the de- 
tails at the time the deal was 
launched. The Danish Ministry 
of Finance did not provide bank- 
ers with information about bor- 
rowing terms. But obviously 
bankers who knew about Den- 
mark's borrowing strategy would 
know what terms the kingdom 
would find acceptable. We do 
not publish information about 


our bond issues until the docu- ` 
ments have been signed. Then 


the finance committee of the 
Parliament receives detailed in- 
formation, which is publicly 
available. 


. Lans TYBJERG 
"Pine: Ministry 








democracy maintained in Latin 
America (“Not again. please”, 
August 20th), it must be pre- 
pared to hold out a prompter 
and more generous helping 
hand to countries which genu- 
inely try to put their economic 
house in order. 

Bolivia is a case in point. Al- 
though the government adopted 
stringent economic measures in 
August 1985, no outsider was 
prepared to provide bridging fi- 
nance until a stand-by agree- 
ment was reached with the Inter- 
national Monetary Fund, 
process which, for various rea- 
sons not. of Bolivian making, 
took nine months. In the mean- 


time the country had to contend 


with the collapse of the price of 


its two main exports, tin and - 


natural gas, for reasons quite un- 


-. connected with its own policies. 
The social cost for one of the 





poorest countries in the region 





diagnosis of Ug: n 
da's problems, he can recover. 


“Aas FORWARD: © Vienna i 


| sections e 


thes Social ‘Emergency Fünd, but. 


more help, and much earlier, 
would have been better. - 





Director Gereral 
United Nations 





Sir—You state that Mr Carlos 
Pérez of Venezuela, is "best 
known for his nationalisation of 
the oil industry when he was 
president in the 1970s." This 
gives the impression that it was 
like the action taken by Presi- 
dent Cárdenas of Mexico in 
1937. In fact, the nationalisation 
process in Venezuela was begun 
under the previous president, 
Mr Rafael Caldera, who belongs 
to the main opposition party. 
This process was bilateral in. 

ture, and an agreement betw. _ 
the Venezuelan government and 
the large oil companies was 
reached before the  nation- 
alisation took place. Some of the 
companies were not entirely 
happy, but they were not sur- 
prised by the settlements either. 
Caracas Jonn TRUM 


Crunchiness 


Si&— Crunchiness (August 


2th) is building Concordes, not 
-. 147s. It is banning insurance, so 
. people must pay for their own 
.. tisks (or not take them . . . ). It is 
~~ letting the 
^^ « teach their government a lesson. 
Sin—If the world 4 wants to see ^ 





It is sinking the Lusitania—and 
then the lifeboats too. It is war, 


-not jaw. What a recipe for creat- 


ing wealth! | | 
Amsterdam ADAM BOUA..... 
nm-———————————— sad 
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THE WORLD CAR 
INDUSTRY TO 2000 


This important new report offers 
detailed forecasts of global car 
demand and production trends 
to the year 2000. Ownership 
ratios are traced and projected. 
There is a detailed assessment 
of potential in emergent 
markets — india, China, Africa, 
the Eastern Bloc. Key issues 
investigated include the impact - 
of another oil crisis and mature 
market saturation. 
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You are in your early to mid 305, an IT professional 
with both consultancy experience and a record of 
exceptional achievement with a major hardware 

manufacturer, software supplier and/or blué-chip 
user. | 





. We are a young expanding firm, the consultancy 
arm of BDO Binder Hamlyn, one of the ten largest 
international firms of accountants and consultants, 
providing professional. services to clients ranging 
from large multinationals to. small businesses. 
Continued expansion and development of new 
business means we need you, to join us as a 
managing consultant to help lead the growth of our 
IT division. ^o. — weh E | 
You must be able to handle responsibility, and achieve 
: results through your own efforts and your manage- 
= “ment of ateam of high flyers. You will have first rate 
* . reporting and presentational skills, and ideally some 





LEGAL AID BOARD 










post. 


This provides a unique opportunity for a candidate with a proven record of developing corporate effectiveness 


and efficiency and to apply this experience. 


The Legal Aid Board will have approximately 1,500 employees placed in 15 area offices and an Accounting 
Office and Head Office in London. The Board will be responsible for sums expected to total £360m in 1988-89, 


altancy - 





The Legal Aid Board is newly constituted under the Legal Aid Act 1988 to take on the administration of legal 
aid throughout England and Wales. It is looking for an experienced person to fill this responsible management 





London 
to £40K + Car 


foreign language proficiency. You will welcome some: 
travel. Above all you will have the ambition to reach 
the top in consultancy, in the company of people who 
are determined to set the standards for creating 
practical solutions to tomorrow's business problems. 


Ourrequirements are exacting. In return, apart from an 
attractive salary, car and other benefits, we offer the 
challenge of demanding assignments and excellent 
career progression opportunities. If you measure up 
send me, Roger Bull, a full CV, in confidence, with a 
daytime telephone number, or telephone me on 
01-583 3303. (Fax: 01-583 4191). 


BDO BDO Binder AUAM | 

Emh lull Me Management Consultants 
tee 8St m Street | 
—— London ECAA 4DA 


£45,000 pa subject to 
negotiation, Car, 

Contributory scheme, 
Index linked pension 


Full information and 
application forms from: 
Yvonne E Sarch, 

Korn/Ferry International Ltd, 
Norfolk House, 

31 St James's Square, 
London SW1Y 4JL. 

Tek: (01) 930 4334 

Quote: 2908/A 


to be paid to solicitors and barristers for legal aid work. The administration budget of £27m covers the cost of 
handling 10,500 daily applications and bills, The Chief Executive will report to the Board for the management 


of these activities and will be expected to work with the Members fo advise the Lord Chancellor on the develop- 


ment of broader legal aid policies. 


recommendations for change. 


be useful but not essential, 
Closing date: Monday 3rd October, 1988. 


prey 





The most essential requirements of this challenging position are modern management skills and techniques, 
.... With encouragement and motivation in staff leadership, numeracy and imagination in 


If you have experience of a comparable responsibility and wish to be considered, 
please apply now. Professional qualifications, especially in accountancy or law would 
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Financial Services 


Amongst Britain's largest public groups, this 
blue chip financial services company has achieved 
consistent growth and profitability. It is a leading and 
influential player in each of its markets and has 
increasing overseas interests. Recent successes have 
included a substantial acquisitions programme and 
diversification into new sectors. 


Reporting to the Finance Director, the Eo 
Financial Controller will be responsible for the ` 
budgeting procedures and financial reporting of this 
decentralised group. The person appointed will be 
expected to manage the further development of. 
corporate control and the review and analysis of the 
individual business operations’ contribution to the 
group’s overall performance, T his isa high profile ^ - 
role supporting the main board in the achievement of 
its financial objectives. 


Great Britain + Belgium * Franc 


c£, 000 plus share options, 
- bonus, car. 


Candidates must be graduate, qualified 
accountants, probably in their late thirties. You 
should have a track record of increasing 
responsibility which will include a senior financial 
control appointment at group or subsidiary level in a 
large public company, possibly.in a manufacturing 
environment. Intelligence, excellent interpersonal : 


skills and the commitment and drive to manage - 


change will ensure your success in this id 


| poen management team. . 


_. Please reply in EA giving concise, 
career, personal and salary details quoting Ref. L. 365 
to the ae belo, (Fax | no: 01- -493 dad 


- EXECUTIVE | 
SELECTION 


Director of Finance and Administration 


On Ist April 1989, the London Institute will 
become a corporate body with headquarters 
based close to Oxford Street. A key step, vital 
to the successful development of the Institute, 
wil be the appointment of the Director of 
Finance and Administration. 

-The London Institute and 
constituent colleges has over 20,000 students, a 


revenue budget exceeding £35m and a major 


property portfolio valued at over £150m. 


"The London Institute is predominantly con- 


cemed with education in the Arts, design/ 
design- related studies and a wide range of 
vocational courses at degree and diploma level. 

The Finance Director, a qualified 


its seven 


accountant probably aged between 40 and 50, 
will be directly responsible. to the Rector for 
the full financial function, its policies, practices, 
systéms, budgets and performance control, 
and for central administrative. arrangements. 
The task is challenging and requires someone 
of outstanding calibre. This will be reflected 
in the- compensation package. In view. of 
the significance of the post, Spencer. Stuart &. 
Associates have been asked to advise and 


assist in the appointment. 


Those interested. should write, enclosing a a 3 
curriculum vitae, in confidence to: ' 
Institute, c/o Spencer Stuart, 1 
London ' wiy 4HJ. 











RECRUITMENT CONSULTANTS GROUP 


3 London Wall Buildings, London Wall, London ECeM SEJ 


Tel 01-5893 3583 ort SEBE 3576 





Key position as member of highly effecti ve marketing team, with excellent scope for advancement. 


PENSIONS MARKETING EXECUTIVE— 





CJA 





CITY 





Telex No. BB7 374d Fax No. 01-256 8507 





FUND MANAGEMENT 


£22,500-£35,000 + BANK BENEFITS 


MAJOR INTERNATIONAL INVESTMENT HOUSE 


We invite applications from economists, 


business graduates, accountants or other numerate individuals, who must 


have had a minimum of three years’ experience in a bank, insurance, or similar fund management environment, 


marketing to UK finance directors, treasurers, pension fund managers/trustees and pension consultants. Pensions 


market knowledge of index funds is desirable. The successful ap 
Director, will be responsible for building new business with ' ! 
numeracy, sound analytical ability as well as strong oral and written presentation skills: 


plicant, who will report to the Pensions Marketing 
ey named potential clients. Essential qualities are 
Initial remuneration negotiable 


£22,500-£35,000 by way of high basic salary and guaranteed bonus, plus profit share related to performance, mortgage | 


subsidy, non-contributory pension and free life assurance cover. 


Applications in strict confidence under reference 


PMMFM4629 to the Managing Director, where possible either by fax on 01 -256 8501 or 01-638 9216 or by telephone on — 


either 01-638 4313 or 01-638 2185: CJA. 
















International Engine "ring Group 
c&30k package West Midlands 


An increasing international empbasis in a well established blue chip 


group has created this stimulating position for an ambitious and able 
Economist to lead and develop the important économic analysis 
function, 

THE COMPANY 














«^ Major international group active in the automotive, service and defence 
industries. Turnover £2 billion. 

<> Subsidiaries worldwide; particular focus in Europe, the USA and Far 
East. 

<> New senior management team. Exciting growth plans. 

THE POSITION 

© Responsible to Business Development Director for all market, country 
and trend analysis affecting the group. 

© Managing source relationships. Briefing and forecasting for nonm 
economists, 

© Reporting at Board level and to senior managers worldwide. Tight 
deadlines. 

QUALIFICATIONS 

<> Gifted graduate Economist with real world perspective. Perhaps a PhD 
or MBA, 

W^ At least five years proven track record in economic analysis/forecasting. 
< A determined self-starter with excellent. communication | skills, 
presence and professional contacts. 

THE REWARDS 

© Excellent base salary and benefit package. 

© Further carcer development prospects within the group. 


Please reply in writing, enclosing full cv. Reference 63480. 
54 Jermyn St, London SW1Y 6LX. Or fax on 01-409 1786 
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Campbell-Johnston Associates (Management Recruitment Consultants) Limited, 3 London Wall Buildings, London 
Wall, London EC2M 5PJ. Telephone 01-588 3588 or 01-588 3576. | 


Telex 887374. Fax: 01-256 8501. 





_ LIVESTOCK CREDIT, RESEARCH 
.. AND PRODUCTION PROJECT 


Applications are invited from suitably experienced and qualified candi- 
dates for three vacant key posts in the second stage of a nation-wide 
livestock seh is programme funded jointly by the Federal Military 
Government of Nigeria and the World Bank. The successful applicants 
will become members of a.15-man multidisciplinary team of develop- 
ment specialists and will be employed by a well established international 
agricultural management company presently implementing the project 
under a long term technical assistance contract. The three posts are: 


1. Agricultural Economist, preferably with a livestock bias to be based in 
the new capital of Abuja to assist the Federal Livestock Department in the 
Pit AL of a livestock sub-sectoral planning unit.—18 month initial 
contract, 


2. Statistical Systems and Data Processing Specialist supporting the 
planning unit to be based in Ibadan-—18 month initial contract. 


3. Training and Manpower Development Specialist to supervise and 
assist with the implementation and construction of a National Livestock 
Training Institute. He will be based in Kaduna-—18 month initial contract. 


Salaries and employment conditions are to international standards and 
include a comprehensive range of benefits, such as gratuities upon 
successful completion of contracts, high standards of air-conditioned 
and furnished housing, health insurance, annual leave etc. 


Interested candidates should send immediately by mail and/or FAX wit 
up-to-date curriculum vitae and supporting references to: | 


Contractor's Agent: 
BSA 
No 13 
58 Rutland Gate 
LONDON SW7 
ae ee 
01-589 3006 
















































London-based 


PA Strategy Services, part of the PA Consulting Group, is undergo gan 
exciting phase of development and a period of rapid growth in Western Europe. 

Our mission is to become the leading provider of strategic, economic, marketing 

and financial advice to the Boards of multinationals and other major organisations. - 
-In order to accelerate growth from the current substantial base, we require a 
number of experienced senior professionals of the highest calibre. 


* 





| E" a ee 
Business Strategists __ m 
. We need a small number of exceptional strategists to lead consulting teams and — 
assist in business development. Probably aged 35-45, with a minimum of three _ 
successful years' experience of leading case teams in a recognised blue-chip 
consultancy, you could either be currently in a strategy consultancy or have moved 
out into a senior management position in a prestigious organisation. Ref: E/BCD. 


Wo 317 et 





Acquisitions Specialists — Em 


- You will support our growing volume of work in advising both national and 
international dies on acc mations and divestments, which embraces search, 
business evaluation, arranging finance and assistance with negotiations. Ideally 
over 30, you will certainl Eie acquisitions and corporate finance experience in a 
range of industries, and be able to generate business within selected industry - 
sectors. Ref: E/PAD. ju 


The PA Consulting Group is a leading international management and 
technology consultancy employing over 2,400 people in 22 countries worldwide. Its 
breadth of specialist skills provides a unique opportunity to participate in providing 
multidisciplinary solutions to complex problems. 

If you would relish such an opportunity, can work in at least two European 
langu one of which must be English, and can demonstrate ways in which you 
can make a significant contribution to our business, we should like to hear from 
you. The remuneration package will fully reflect the importance of the posts and 
the calibre of the people we seek, and excellent personal advancement is geared 
solely to achievement. | 

Please send your cv, in strict confidence, quoting the appropriate reference, to 
Martyn D Md. ie Chief Executive, PA Strategy Services Western Europe, 
Bowater House East, 68 Knightsbridge, London SWIX 7Lj. 


PA is an equal opportunity employer 





PA Consulting Group. 











Your own talent has already taken you along way. 
You've been tipped for much greater success. 
Unfortunately you’re not alone and the 
competition 15 hot on your heels. 
There are still some hurdles to overcome. 
The Accelerated Development Programmie could 
be just the boost you’re looking for. 


Four short weeks that will prepare 
for the-years ahead. 


The Accelerated Development Programme at 
London Business School lasts just 4 weeks. | 
Four weeks that represent the 
distillation of many years’ experience of ~ 
business practice. 
lt is p to dans the dire mor 


require to operate ee dl. und : comp t ten ie aE 
develop the interpersonal skills that are necessary to create successful 
change. Conceptual competences provide the i important overview that 
potential senior managers need to acquire. | 
The Accelerated Development Programme is an initiative away 
from the traditional, longer all-embracing management programmes. 
It is designed to provide the central pillar of a ca 
personal portfolio of development that can be hose by the individual 
or by his company. | | FA X 
This represents an entirely Debs concept, allowing participants 
choice and flexibility in their approach to management t ining. 


A new philosophy from an establis 1ed business 
school. | less 


Although the Accelerated Development Breanne is 
completely new, itis offered by one of dad 8 most established 
business schools. 

To participate in this programme you will bei part ofan elite 
group who have already achieved considerable success in their chosen 


fields. 
























As such, you will be discriminating and demand the highest 
standards of an academic institution. 

Naturally, London Business School will not disappoint you. 

Our resources are counted among the world's best, and we offer 
one of the largest business research facilities in Europe. 

We have a unique expertise in the areas of finance and investment, 
through close links with the City of London, a leading financial centre of 
the world. 

And our Centre for Economic Forecasting is internationally 
acclaimed. 


Prepare for the jungle. In the park. 


London Business School is based in a Regency building set in one 
of London's most beautiful parks. 





fully structured 






































But on die Accelerated Didone Program me you will be 
surrounded by the latest technology as much as by the greenery. 
p Every participant has access to micro and mainframe computers, 
arid to the school's library — which is one of the UK's biggest - 
subscribers to onelins > databases 
In preparing for the business jungle, we believe you need all the 








| Weapons. we can give you. 


Send for more information. 


For more details of the Accelerated Development Programme, 
talk to your Personnel or Human Resources Manager. Orsimply Mtin 


the coupon below and send it to us. 


We can't guarantee you a position in top management. But we'll 


| certainly keep you one jump ahead. 
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To: Dept of External Affairs, London Business School, Sussex Place, 
Regent's Park, London NWI 4SA, U.K., Tel: 01-262 5050 
Fax: 01-724 7875 Telex: 27461 LBS KOX G. 


Name: 
lob title: 
Company: 
Address: 


Mà 


ECON 17/80 
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—— Tel: 
Pleasesend medetailsof: — Accelerated Development Programme 0 
(Please tick appropriate box.) All Executive Programmes [0 
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LONDON BUSINESS SCHOOL 
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House of Parliament and Big Ben, London. 
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One of the many attractions that lure so many passengers 
to Switzerland. 


More and more travellers. destination London, Manchester or Birmingham, often think of Zurich 
or Geneva. Here’s why: in these efficiently-organized, comfortable Swiss airports, passengers can 
change planes in record time; benefit from especially good connections. Not merely to Great Britain, 
but to 23 other European countries as well. Besides, all Swissair planes offer a choice of First, 
Business or Economy Class, on both intercontinental and European flights. Á "P. , 
So why not enjoy a few Swissair attractions on your way to Great Britain? — SWISSCII 4 ; 
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Whatever next 


N INE thousand athletes and too many of- 
ficials from 161 countries are assembling 
for the XXIV Olympiad of the modern era, 
behind 300,000 trigger-conscious South Ko- 
rean security men, some of them trained in 
how most smoothly to handle terrorists by 
Britain's SAS. Despite such tourist non-attrac- 
tions, these will be the best-attended Olym- 
s ever, because of a new international po- 
utical mood which is hopeful but bizarre. 

The only five deliberate boycotters of 
Seoul, apart from the strange Seychelles, are 
Albania, Cuba, Ethiopia, Nicaragua and North Korea. They 
are the five most backward communist countries, vaguely sup- 
posing they should wish for egg all over successful South Ko- 
rea's capitalist face. The bigger communist countries, led by 
Russia and China, want no egg for South Korea. They know 
they may soon need to imitate it, and that televised riots in 
rich Seoul would incite, not quieten, riots in poorer socialist 
Yerevan and Tallinn and Gdansk and Rangoon. 

The most left-wing leaders of the poorest two-thirds of 
countries—which include, because of communism's failure, 
all the communist ones—are pondering whether 1988 whiffs 
a bit like state-socialism's 1788. Their elites fear they and their 
families may end up lynched or imprisoned, while rulers of 
rich democracies retire after election defeat to make a million 
dollars from writing their memoirs. There is therefore a genu- 
ine desire to move from the first state to the second, as the 

id tenets of Marxism start to stink. Most leaders of socialist 
countries— perhaps all except Ceausescu and Seoul's five ab- 
sent dummies—see that market economies work better than 
do command economies run by their ideologues or appa- 
ratchiks or bribed brothers-in-law. 

The ex-poor country that has best blazed the case for mar- 
ket-driven miracles is the Olympic host. South Korea can ex- 
pect a GNP of $130 billion this year, mainly because its 43m 
competitive people sell to the world more than $50 billion of 
manufactured exports, a total per head which no communist 
country can even one-sixth match. But that does not bring 
peace to politicians. Ask the brother of last year's President 
Chun, who came manacled into the criminal dock faster than 
the son-in-law of last decade's President Brezhnev. 

The prospects for market-driven perestroika will chill ev- 
erywhere if the main pictures from Seoul show students 
throwing petrol bombs as they demand lunatic policies which 
95% of other South Koreans would oppose; if the main re- 
minders are of the 3,000 strikes with which South Korea has 
greeted last year's new democracy; if the stories are of South 

Sss po oes and local corruption (so like commu- 


.- 
» a.i iT «Se BA ee Zi al RS 1 ü - 
T S hat he bea ' " d 
EE CO NOMIS EPTE! MBEH 17 1988. i i , -- 








nist life back home), of drugs and AIDs (each - 
athlete in Seoul is given a free condom) and of 
Seoul restaurants that serve dog stew. Seoul's 
computers list 6,000 known terrorists belong- 
ing to 600 separate international organisa- 
tions, many of them intent on murdering 
politicians who have dared drag their peoples 
out of poverty through reforms quicker than 
egalitarian socialism—as Mr Gorbachev 
wants to do. k» 
The prayer for these games, which seemed - 
most improbable in 1981, is that South Korea 
may instead emerge as a mature as well as an economic-mir- 
acle country. It could show a way forward for so many 
tyrannised peoples and frightened politicians if it does. The 
next question is what the games will do for sport. í 


They belong to the athletes, not the officials 


In 1981 South Korea bought these 1988 Olympics by braz- 
enly bribing some National Olympic Committees, packed 
with all those politicians’ brothers-in-law. President Chur 
wanted the games because he remembered that Tokyo's un- 
political Olympics in 1964 had profitably advertised Japan's $ 
rise as a demure and courteous people bearing economic mir- 
acle. That seemed hopeful of Chun. South Koreans are not 
naturally demure and courteous. Montreal's Olympics had 
bankrupted that city; 1988's first good news is that shrewde 
Seoul has profitably pre-sold facilities and sponsorhip and T v 
rights, so that the worldwide advertisement of Korea’s spread- 
ing brands will come almost for free. 

Many National Olympic Committees are now fea 
political and inefficient; so the next good news is that diee 
are only the six Boycotters, plus the usual ban against South 
Africa because it has a brutal and undemocratic government, 
although not as brutal as the governments of about two dozen 1 
countries that will be in Seoul. It is less good news that next 
week's testing for 3,700 banned drug substances with $3m- 
worth of equipment is not meant to find any. Athletes 
stopped their drug-taking a safe few weeks ago. The one 
medal-winner caught last time had withdrawn blood a few 
weeks before, knowing that his body would make it up, then 
re-injected his old blood just before racing so as to have the 
extra oxygen-carrying blood cells—but forgot, Clouseau-like, 
that his old blood was still stuffed with drugs. Televiewers, - 
while tutting at the drug-induced muscles on women - 
shotputters and swimmers, will drool at the sylphs who win 
the women’s gymnastics; some have those lissom childlike 
bodies because they have artificially delayed puberty. 


Newspapermen wrongly imbibe from team officials that 
15 
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Wer. All experience from golf and other sports suggests that 
ings blossom better when officials and politicians retreat, 


re dangerous and should be banned as cheating, while some 
fficials themselves pee into bottles to give their drugged 
noney-spinners clean urine samples. In the ruined-by-officials 
-sport of cricket, India’s prime minister has just ended many 
‘Test matches by ex-post tightening the rules against previ- 
ously legal visits by individuals to South Africa. Player power 
would see that boycotts applied only to teams that did not 
allow participation of their best players. If there were a South 
African team at the Olympics, the whole country would have 


Shipwrecking 1992 


NONVOY 1992 is foundering on the rocky problem of 
WW tax. This reef's sinister features have been visible at low 
ide ever since the EEC’s internal-market project was launched 
n 1985. For how would goods be allowed to flow unchecked 
cross Europe’s internal frontiers when VAT rates vary so 


lepends upon customs men; when the Danish aquavit 
rinker pays 96 times more duty per skaal than ouzo-drinking 
Zorba at the Greek end of the EEC? 

. From the start, the European Commission argued that 
he commitment of EEC governments to a frontier-free inter- 
al market would break up unless they rerigged their indirect 
ax systems, unified their excise duties, and brought their VAT 
ates within bands that the commission, as admiral of the 
fleet, would lay down. "Let experts study this difficult mat- 
er,” said the governments in reply, and sailed gallantly on, 
proclaiming Europe to be “open for business”. 

-Britain came clean last week. It was, the Treasury inferred 
cin a paper to other finance ministries, not really convinced 
‘that frontiers were as economically damaging as they were 
-€racked up to be. Better to keep the customs posts function- 
ing with, ahem, simpler controls, and to put pressure on 
‘countries with VAT rates of unBritish steepness by boosting 
the border allowances of European travellers. France came 
- almost«clean too. Its prime minister, Mr Michel Rocard, said 
| that France could not "pauperise" itself by forgoing the 
-. amount of indirect tax that the commission's bands would 
demand. How France might reconcile this stance with its pro- 
claimed vision of 1992 was not explained. 


Backing the jib 


Both statements epitomised residual thinking—nations | rul- 
ng out what they don't want and then redefining a goal as 


residual thinking, any more than man got to the moon that 
way. Governments must start with a destination, a Europe 
without (among other things) internal customs pests, and 








m under the counter—which gave team officials more 


nd player power takes over. The players know which drugs. | 


Three suggestions to steer Europe's grand plan away from the fiscal rocks 


ridely from country to country; when much var collection | 


whatever is left over. The great market will never be made by - 


bl. ; ich it ne s a gain r 
societies ‘that ; a lot of their spotting heroes a ate’ fom Black « or 


other poor homes, and that many of the new international 
African stars are inspiring. - | 

Between now and the next assembling of the youth of the 
world, in Barcelona in 1992, itis to the athletes that power of 
decision as well as money should flow. Theirs are the grace 
and skill and strength and youth, and with them lie the hopes 
for reform. Bring them their flash of burning gold, bring them 
their arrows of desire, bring them their spears—oh, clouds of 
bumbledom unfold—bring them their chariots of fire. There 
are opportunities to seize, politicians and officials to 
frogmarch away, but new hopes at last to gleam as Seoul's 
torch is lit for a full complement of 161 countries. 











then find the course to it that offers them the maximum scope 
to preserve national tax rates with the minimum changes to 
their tax systems. Such a course is available. If finance minis- 
ters could agree on it at their forthcoming meeting in Crete, 
they could. yet salvage both mission and honour. 

First, VAT rates. There has to be some Brussels dirigisme i in 
a customs-free EEC; otherwise the prospect of cross-frontier 
vAT-dodging will be too daunting for  high-taxing 
countries—certainly Denmark and perhaps France—to face 
with open frontiers. Ireland and Denmark cannot cope even 
with the existing cross-border allowances. Moreover, there 
will be an inexorable tendency for governments to compete in 
lowering VAT rates and wooing cross-border shoppers. So 


Brussels should set bottom rates; but it can scrap the upper 


limits it is proposing, and let governments.see whether they 
can sustain the sort of five-percentage-point variance in sales- 
tax rates that survives in frontier-free America. Those ba 
line VAT rates might be zero for (highly unsmugglewort..,, 
food, 5% for other basic goods, 15% for everything else. 

Next, the complex workings of the VAT system. The prob- 
lem here is that VAT is levied on an increasingly pan-Euro- 
pean adding-of-value—as when a Belgian bearing goes into a 
German-made gearbox of a French-built car sold in 
Britain—but this revenue must somehow be shared between 
12 governments. The present approach—the "destination 
principle” —gives each exchequer all the VAT on goods finally 
sold in its country. Anything exported, whether within or be- 
yond the EEC, goes VAT-free until it arrives in the land of the 
final buyer, where VAT on its full sale-value is levied. The 
snags in this for 1992 are that borders are where governments 
collect. VAT on incoming imports; and that border papers are 
demanded to allay the suspicions of | governments that have 
refunded VAT on supposed exports... — — 

The commission suggests scrapping the tax-free export 
system. and setting up a central clearing house to give each 
government the tax due to it under the "destination princi- 
ple". This isa right-minded plan, but it must sadly: be dumped 















because it substitutes mutual trust for the ability of each gov- 
ernment to police its own tax take. The right Cretan decision 
would be to stick with the current system but insist that con- 
tract documents, rather than border papers, trigger payments 
of VAT on imports and refunds on exports. There should also 
be a decision of collective courage to allow pan-EEC mail-order 
to thrive with American vigour: mail-order goods should be 
taxed only in the country of despatch. 

Lastly, the fully harmonised set of excise duties on drinks 
and tobacco proposed by the commission. This is a non- 
starter, and should be dropped. Britain will never halve its 
_ liquor tax, nor will Greece raise its tax 36-fold to the proposed 
Euro-norm of 3.81 ecus per bottle. How then is the removal of 


Russia will help itself 





Gorbachev offers the West a better managed competitor, not a 


Storic opportunity" for detente 


[ER years of staring down the Russians gives the West 
the occasional touch of trench fatigue. It is happening 
again. But this time it is more than cold-war-weariness that 
prompts some Europeans and Americans to see another “his- 
toric opportunity" to settle their differences with Russia. Un- 
der Mikhail Gorbachev, Russia is changing. lt is not only 
West Germany's persuadable Hans-Dietrich Genscher who 
thinks so: even flinty-eyed Ronald Reagan seems convinced of 
it. Generals from both sides, who for years have planned each 
other's humiliation, now joke like old comrades-in-arms. So is 
it time for the West to clamber out of the trenches and give 
the Kremlin's reforming good guys a hand before the conser- 
vative bad guys do them down? 

That is what happened in the 1970s, when western gov- 
ernments gave favourable trade deals and cheap credits in the 
hope that the Brezhnev “doves” would prevail in the Krem- 
lin. Mr Brezhnev and partners did, pocketing western conces- 

ns and then turning their suddenly undovish attention to 
-...Ithern Africa, Ethiopia and eventually Afghanistan. Worry 
that the West may repeat its mistake has provoked six Euro- 
pean think-tanks to a blast of scepticism about the true extent 
of Russia's reforms (The European Strategy Group: "The 
Gorbachev Challenge and European Security"). 


New means, old ends 

The debate about Mr Gorbachev's Russia is sometimes 
phrased as a question about whether he is "sincere" in his 
aim of reducing tensions, or simply wants an interlude in 
which Russia can revive its economy before throwing its 
weight about again. His motives do not matter. Even if Mr 
Gorbachev is looking only for a breather, he is going to need a 
long one. Optimists in Moscow now admit that it will take 15- 
20 years to put Russia's economy on its feet. And even if Rus- 
sia does begin to act more like a country than a cause, it will 
still be a powerful and potentially meddlesome country. A 
superpower does not turn its back on the world. Russia's dip- 
lomats are busier now than ever. The difference, with luck, is 
that its soldiers will not be. This is what tempts some people 
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frontiers to be preserved? The answer is to follow the way 
America protects the widely varying liquor duties of its states, 
and does so without frontier posts. Instal a Europe-wide anti- 
bootlegging regime. Make liquor and cigarettes bear national 
tax stamps; and make it illegal to sell wrongly stamped goods - 





in another country, or to transport them in bulk. Imports for - 


personal use should be without limit, and intra-European. 
duty-free sales should be scrapped for the nonsense they are. 
Contraband lorry-loads of drink and tobacco would thus join 
drugs, guns and video-nasties: forbidden things that the po- 
lice can swoop on anywhere in Europe. 

By following these lights, convoy 1992 could yet reach. 
port on time. 
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in the West to grab whatever peace can be had now, before - 


Russia changes its mind—or its leader. But anybody who 
wants to "help" Mr Gorbachev should first consider the 
forces that shaped his "new thinking". 

However belatedly, Russian push eventually ran up. 
against western shove. Even some of the West's anti-nuclear 
campaigners admit that it was putting American cruise and 


Pershing-2 missiles in Western Europe, not pious pleading, - 


that eventually persuaded Russia to do the deal that scrapped 


ghan mujaheddin, not the West, that made it too costly and 
painful for the Russians to stay in Afghanistan; but the West’s 
backing for the guerrillas made their resistance effective. The r 
moral of the story so far is that Russian good behaviour comes- 
from western firmness, not western concessions. | 
What of Russia's internal changes? Certainly, the drive to 
rethink Russia's relations with the outside world has also 
come from within. Economic strain had forced it to draw in - 
its horns in the third world several years before Mr 


quiet diplomacy is often more deadly than brute force. He 
realises that he can more easily talk his way to the superpower 
bargaining table than shoot his way there. Once Russia is 
seated, its interests do not change much. >, 
Consider arms control. Brezhnev tried to split Europe 
from America by building up Russia’s missile armoury to the 
point where America would be frightened to come to Eu- 
rope’s aid in a crisis. He failed. Mr Gorbachev would still like 


it better by talking down America’s nuclear presence in Eu- 
rope, rather than by building up Russia's. He may be right—if 


range nuclear missiles in Europe. 


The change in Russia amounts to a realistic look at means, — 


not an abandonment of ends. Of course, where Mr 
Gorbachev's "new thinking" brings him around to such rea- 


both sides’ medium-range missiles. It was the stubborn Af _ 


Gorbachev came to power. He has had the courage to start 
cutting Russia’s losses. Yet he also has the brains to see that 


to weaken the Europe-America link. But he reckons he cando 


r 


the West lets him get away with it. The NATO allies are already 
bickering over the proposed modernisation of their short- 
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Health from the taxman 
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‘sonable thoughts as non-symmetrical cuts in conventional 
forces (so that the side with the most weapons cuts the most), 
organising his army for defence, not attack, and making the 
checking of arms-cutting agreements more reliable—all ideas 
first thought of in the West and at first pooh-poohed by 
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Russia—deals can 
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made. But Mr Gorbachev does not want 
to pull Russia out of the East-West contest; he wants it to be 
fitter and stronger. The most the West can look forward to is 
better tempered and better managed competition, not to a 
general armistice. | 


> 





B tain’s government wants bright ideas for reforming its health service. 


Tax relief for private medical insurance is not one of them 


E is spent on private health care in Britain than in most 
IL industrial countries. Many Tories would like that to 
change. If only, they say, people paid for more of their own 
health care, doctors would become more responsive. To en- 
courage such change, the prime minister wants to offer tax 


relief on insurance premiums. She is wrong. 


-Tax breaks are an ineffectual and expensive way to boost 
private health care. Nobody can be sure how many more peo- 
ple might be persuaded by them to join the 10% of Britons 
who already have private health insurance. A one-off 25% cut 
in the price (the maximum initial effect of tax relief for most 
taxpayers) would be unlikely to have a lasting impact, given 
that insurance premiums have doubled in real terms in the 
past eight years. Nor would those who took out insurance 
save much for the NHS. Most would be the youngish and the 
 better-off, who visit their doctors least. For emergencies and 
for expensive surgery, they would still turn to the state. 

A new tax relief would be inconsistent with the govern- 
ment's commendable desire for a simple tax system that dis- 
torts spending and saving as little as possible. Neither the In- 
land Revenue nor the private health insurers want the extra 
costs of running it. It would quickly lead to a clamour for 


similar tax reliefs—eg, for school fees. The 10% who now do 





not need the carrot of tax relief would benefit as much as 
those who do—an unnecessary, “deadweight” cost. The ben- 
efit from tax relief would not pass to consumers in the form of 
lower costs. Much would be syphoned off by the private 
health industry, just as mortgage-interest relief gets 
capitalised into house prices. And tax relief might discoura 

the private health industry’s new-found enthusiasm for con- 
trolling costs and taking more notice of what customers want. 

Some Tories think that tax reliefs should be introduced 
only for the old. After all, the argument runs, more old people 
are now taxpayers; and their ex-employers often stop paying 
for their health insurance just when the premiums start rising 
sharply. But even if relief were confined to pensioners, it 
would still be difficult to administer, and still involve dead- 
weight costs. Bad economics—and bad politics too: pension- 
ers are the keenest supporters of the NHS, so would be most 
frightened by what they would see as a first step towards dis- 
mantling it. 

New Zealand’s radical Labour government is examining 
many of the same reforms of its national health service as 
Britain is considering. It recently decided that one big im- 
provement would be to scrap the existing tax relief for health 
insurance. Britain would be foolish to do the opposite. 





The road from Mandalay 


Burma is not the irrelevant place it was 


TN THE early 1950s prosperous Burma was helping out dev- 
astated Japan by exporting large quantities of rice to it. 
Rangoon was regarded as a more promising city than Singa- 
pore. For a long time Burma was one of Asia's richest coun- 
tries, blessed with a soil and climate that could produce abun- 
-dant rice harvests almost on their own, with good oil and gas 
reserves, magnificent teak forests and fine supplies of gem- 
-stones. Its people were well educated; with an 80% literacy 
rate and good universities, they astonishingly still are. But to- 


— day Burma is a wrecked place: one of the world's ten poorest 


7 


countries, a rice importer, isolated and, for the past two 
months, veering between army repression and anarchy. 
The difference between Japan and Burma since the early 


1950s is the difference between good government and bad— 
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or, in Burma’s case, appalling. From 1962 until this summer, 
Burma was ruled by General Ne Win, who probably still calls 
the shots in private. His “Burmese way to socialism” was ofh- 
cially described as a combination of Buddhism, Marxism, iso- 
lationism and militarism. The dictatorship behind it tried to 
regulate Burmese life in the most minute respects: from con- 
trol of local organisations to nationalisation of the bakeries. 
Burma under General Ne Win was, as the regime claimed, 
non-aligned. It was also one of the world's most impoverish- 
ing and unsuccessful experiments in totalitarian socialism. 
This is why the riots that have erupted almost every day 
since mid-July are so encouraging. The Burmese are demand- 
ing multi-party democracy—now. The government seemed to 
concede the principle on September 10th, when it an- 
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nounced the legalisation of opposition parties and an election 
within three months. That will not satisfy the demonstrators, 
who want an interim government to keep the election clean, 
and an earlier polling date. The move to democracy and a 
freer economy will not happen smoothly. It is remarkable that 
it is happening at all. Other recent shifts to democracy took 
place in looser dictatorships (the Philippines) or richer ones 
(South Korea and Taiwan). Burma's revolution, if it succeeds, 
will have come in what might as well have been a communist 
country. It is a high tide indeed that reaches such a nook. 


Nook into cockpit 


Whichever way Burma now goes, it is unlikely to remain the 
irrelevant place it has been for the past quarter-century. The 
heavyweights—both superpowers, and China and India— 
have been content to leave Burma to its weird self so long as 
no rival took an interest in it. As in the case of Afghanistan, 
geography and history both argue against that kind of disin- 
terest persisting for long. Burma abuts India and China, Laos 
-he limit of Vietnam's Indochinese empire) and Thailand. 
-ritain and Japan fought fiercely over Burma in the second 
world war. Might someone again? 

Either superpower would give much for Burma's great 


military asset: its Indian Ocean coastline. A naval and air base 
there could not replace either America's Philippine bases or 
Russia's bases in Vietnam (East Asia and the Pacific would lie 
beyond a Burmese stationing). But it would make a dream of 
both superpowers come true—a settled Indian Ocean base, 
instead of the makeshift arrangements each now has. 

The real contestants over Burma, however, are likely to be 
the neighbourhood powers, India and China. The Indian 
subcontinent, to Burma's west, and the land route into 
China, to Burma's north-east, were the Burmese prizes that 
kept Britain and Japan fighting there 45 years ago. Today 
China and India can fight their own battles. In Burma, unfor- 
tunately, they may. 

For now, the West's interest lies in seeing that the Ran- 
goon rioters get what they want: the kind of society and econ- 
omy that pluralists believe in. The country best placed to do 
that is neither the old colonial power, Britain, nor the western 
world's leader, America. It is Japan. Elsewhere in South-East 
Asia the Japanese are hated for the second world war; in 
Burma they are remembered for giving a kick to the colonial 
masters. Today Japan supplies almost two-thirds of Burma's 
foreign aid. If Japan has a new international political role to 
try out, Burma is the place to start. 





Her Majesty's lousy opposition 


The Tories would be a better government if they were being kept 


on their parliamentary toes 


pu Britain's three parliamentary opposition parties. 
Each in turn—the Social Democrats (spp) under Dr Da- 
vid Owen, the Social and Liberal Democrats (SLD) under Mr 
Paddy Ashdown and the Labour party under Mr Neil 
Kinnock—holds its annual conference in the next three 
weeks in the knowledge that the government still has the sup- 
port of half the electorate in MORI's latest opinion poll. For 

ist governments, the middle of the second year in office has 
..nded to mark low-water. Even ministers admit that today's 
Tory lead is bigger than the government deserves. 

Not surprisingly, Tories talk as though they will hold 
power for years. Margaret Thatcher's ministers, embarked on 
the reform of housing, education and health, are starting to 
think in terms of which reforms need to be carried out at once 
and which can be left to the next parliament. Such an attitude 
has—or ought to have—advantages. Britain's five-year parlia- 
ments, frequently cut to four years by early elections, have 
never been long enough for ministers to take responsibility 
for implementing the policies they dream up. Mrs Thatcher's 
ministers have to assume that they may still have their present 
portfolios when their reforms take effect. 


Knights of the paddy fields 

Driven on by Mrs Thatcher, the Tories remain a party of new 
ideas. But they have held on to power because they are per- 
ceived as good managers, particularly of the economy. Britain 
may now be becoming like Japan, where one party is in office 
for a generation. If so, most people interested in political 
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power will join the Tories; those interested in politics for its 
own sake may join the oppositions. Already, the younger 
Tory ministers are more pragmatic than their elders: keener 
on making policies work than on dreaming up new wheezes. 

As time goes by, the opposition parties find it impossible 
to match the government on experience. Of their three lead- 
ers, only Dr Owen has ever been a minister. Mr Ashdown has 
some man-of-action appeal; Mr Kinnock is more a man of 
words. None of the three seems ready to agree to put up a 
joint candidate in the 60 most vulnerable Tory seats. Failing 
that, they must sit and wait for the Tories to make mistakes. 
Only if the economy turns really sour or ministers fall for call 
girls may voters start to wonder whether the present board of 
directors ought to be replaced. 

It is not just by making management a political issue that 
nine years of Tory government have changed the rules of the 
game. The old class basis of British politics has been weak- 
ened. The Tories are no longer a party for the nobs; they have 
become the party of the prosperous, upwardly mobile south. 
The Labour party has become more and more identified not 
just with the poor and the underprivileged, but with the un- 
successful. The centre parties, the SLD and spr, have no class 
basis, but have failed to make that a strength: it reflects their 
lack of image, rather than breadth of appeal. 

Frustration breeds discord. The fragmentation of the op- 
position, which helped to get the Tories re-elected in 1983 
and 1987, has continued because nobody has much incentive 
to heal rifts while the government appears impregnable. The 
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able are as obvious as they are unimaginable. 

= They are unimaginable because they all entail a funda- 
mental realignment on the centre-left. During Labour’s last 
long stint in opposition, between 1951 and 1964, Gaitskell 
tried to turn it into a modern version of the nineteenth-cen- 
tury Liberal party. He failed. Until his task is tackled again, no 
credible opposition will emerge. The fault line in British poli- 
ics runs not between. Labour and the Conservatives, but 
down the middle of the Labour party—between those who 
want to run a basically capitalist economy and those who do 
not. So long as Labour's crypto-capitalists are lumped to- 
gether with its crypto-Marxists, they will never convince vot- 
ers that they are potentially competent managers of capital- 


changes the opposition parties need to make to become elect- 
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ism. Eventually, they will split. It may take ten years or - 
more—but happen, one day, it will. |. 

For now, the effective opposition in Britain (as in Japan) 
comes from within the ruling party. That is unhealthy. Power 
in Britain is extraordinarily unconstrained. Parliament is run 
by the party whips, the judges have no Bill of Rights to admin- 
ister, the freedom of the press rests on convention rather than 
law, the appointment of people to positions of power rests 
(increasingly) on political patronage. The parliamentary op- 
position is the best check on the abuse of such power—but 
only if there is a real chance that it will one day win power 
itself. In Britain, an effective opposition is the best defence of 
civil liberty. Without one, the whole country becomes the 
poorer. It is the poorer now. 





Poor countries should make rich companies finance and run the projects they long to sell them 


"T MAGINE a minister in any one of the world's 130-or-so 
A poor countries planning his nation’s escape from the third 
world. Part of his tactics are clear and determined: not just to 
- build more schools and hospitals, but more roads, ports, 
- power stations and telephone networks. After all, how valu- 
able are the mineral reserves of Brazil if the roads connecting 
them to the market are a pot-holed shambles? What good for 
business is the Philippines' literacy rate of 8996 if there are 
only three telephones for every 200 people? India's factories 
are blighted by power cuts. Farming fails in many places for 
want of irrigation systems. Right across the southern seas, im- 
ports of machinery languish in container ships that have to 
wait for a berth in congested docks. 
— .. So the minister thinks a splurge of infrastructure spend- 
ing will solve his country's problems. 

The minister is wrong. Politicians in Latin America, Af- 
rica and Asia have bred a herd of white elephants: ill-sited 
dams and power stations; massive steel plants for agricultural 
countries; multi-lane roads to nowhere. The breed is not 

unique to the third world. But West Germany can afford a 
mistaken petrochemical plant on its North Sea coast; Brit- 
ain's taxpayers can cope with an international airport sited 

 uselessly on a distant shore of Scotland. Brazil, Mexico or the 

- Philippines have no such luxury. Their white elephants make 

their burden of foreign debt crippling. 


. The right sort of investment 


Third-world politicians make their development mistakes for 
three main reasons: they build out of false pride (“every self- 
respecting country must have a steel plant"); they have little 
idea of how to assess a project's cost, feasibility and potential; 
and they will probably escape accountability if the project 
fails. Corrupt self-interest is a fourth reason which, fortu- 
nately, is not universal. How to avoid such failings, and make 
- white elephants extinct? Countries as diverse as Turkey and 
Pakistan, with thermal power-plant projects, and China, with 
a road complex in Guangdong province, are showing how. 
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A cure for white elephantiasis 








They are calling in foreign contractors, and—even in things 
like toll roads—letting the profit system work. 

The method. already has its own acronym—soT, for 
"build, operate and transfer". The foreign contractor finds 
the money to build the road or bridge or power station. He 
then operates it for long enough to recoup his money plus 
good profit through tolls and charges. And he then hands it 
over to the developing country. 

One attraction is that the minister of inadequate infra- 
structure does not have to ask the national budget for extra 
foreign exchange. But a better reason to hope that BOT 
catches on is that the project's risk and assessment are trans- 
ferred to the contractors—giving them every incentive to en- 
sure that the project makes sense and performs properly. No 
longer can a contractor exaggerate the potential use of a road, 
or cut corners on quality; under BOT such shenanigans deny 
him his profit. If the Philippines had practised BOT, Mrs Cc 
Aquino's government would not now be saddled with a ,- 
billion debt for an unworkable nuclear power station cor- 
ruptly commissioned by Ferdinand Marcos and his cronies 
and sited near three geological faults. - 

BOT requires careful bargaining. Foreign contractors will 
avoid assuming any project risk if they can—and so will bank- 
ers and export-credit agencies, all of whom prefer sovereign 
guarantees for the money they lend. BOT becomes attractive 
only if a country already has a good reputation among foreign 
investors—meaning that the contractor can either remit his 


earnings in hard currency or swap them for something worth- 


while. The country must also allow contractors to charge their 
projects’ customers enough to provide a decent profit mar- 
gin—not easy when questions of "the public good" become 
involved in utilities like power and water and toll roads. 
Nobody suggests that BoT would work quickly in dirt- 
poor countries like Chad. But, where it can be applied, BOT 
should bring some private-sector discipline to an area 


blighted for too long by public inefficiency. 











Berkeley Square takes on 
Madison Avenue 


Two British firms, Saatchi & Saatchi and WPP, have together made Lon- 
don’s Berkeley Square a serious rival to New York’s Madison Avenue in 
the advertising business. How have they done it—and what do they do for 


an encore? 


'AATCHI will soon move into 
Lansdowne House on the south side of 
Berkeley Square. wer, which in 1987 ac- 
quired J. Walter Thompson (Jwr), is around 
the corner in Farm Street. They are now the 
British leaders in advertising, a business 
with worldwide billings of about $150 bil- 
lion (ie, media spending by clients). It was a 
different world in 1970, when the brothers 
Charles and Maurice Saatchi founded their 
agency in London. Madison Avenue was 
then synonymous with advertising, and the 
West's five top agencies all had their head 
offices in America: JwT, Young & Rubicam, 
BBDO, Leo Burnett and Ted Bates. 

Today the advertising business is less 
clubby. The rivalry between the Saatchi 
brothers and wPr's Mr Martin Sorrell is in- 
tense, though unacknowledged. Neither 
side has forgotten that Mr Sorrell first made 
his mark as finance director at Saatchi in 
1977-86. Jousting is inevitable as both 
Saatchi and wer continue to diversify into 
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public relations, management consultancy 
and other related fields. 

Saatchi wants to be the world’s: "fore 
most global know-how company”; wep “the 
major multinational marketing-services 
company”. So both groups face similar chal- 
lenges: to consolidate their advertising em- 
pires; to show their clients the advantages of 
using different parts of their networks; to 
expand their new "non-advertising" busi- 
nesses; and, above all, to secure the loyalty 
of the creative staff they have acquired 
through takeovers. 

At first sight, Saatchi appears to have an 
unassailable lead. It owns two of the world’s 
top three agencies—Saatchi & Saatchi Ad- 
vertising Worldwide and Backer Spielvogel 
Bates Worldwide—as well as the tenth big- 
gest management consultancy. Mr Sorrell 
can muster only the fourth-biggest advertis- 
ing group (centred on JwT) and the biggest 
public-relations company (centred on Hill 
& Knowlton). Yet Mr Sorrell has so im- 


6,2261? 


pressed Wall Street and the City of London 
that WPP's shares stand on a price-earnings 
ratio of about 11, compared with seven for 
Saatchi. 


Form guide 


Both groups have had a meteoric rise. Since 
Saatchi was founded in 1970 its pre-tax 
profits have risen at a compound annual 
rate of 81%. Most of that growth has come 
from friendly takeovers. In 1974 Saatchi ac- 
quired Garland-Compton, a British com- 
pany several times its size. In 1982 it ac- 
quired Compton of New York, a close 
relative, for $60m. In May 1986 it became 
the world’s biggest advertising group when 
it bought Ted Bates, another American 
agency, for $500m. 

Mr Sorrell’s rise has been even faster. In 
1985, while still at Saatchi, Mr Sorrell 
bought a stake in Wire and Plastic Products, 
a British maker of supermarket trolleys. In 
1986 he joined the company, shortened its 
name to the acronym WPP and bought sev- 
eral small design companies. It was only a 
fifth of the size of jwr when it acquired the 
American agency in July 1987 for $566m, af- 
ter a bitter takeover battle. 

How did Saatchi and wr» do it? Jealous 
rivals on Madison Avenue point to an 
“over-frieridly” British stockmarket, starved 
of other British successes, and permissive 
British accounting rules which have allowed 
the groups to write off “goodwill” —the pre- 
mium paid for a company above its balance- 
sheet value—against their net worth. Under 
American rules companies must gradually 
depreciate goodwill against profits—and de- 
press their earnings per share. 

This is only part of the story. Saatchi in 
particular has shown great creative flair. It 
first made its mark with the pregnant-man 
advertisement (the work of Mr Jeremy Sin- 
clair, now vice-chairman of Saatchi) for Brit- 
ain's Health Education Council in 1970. In 
the 1979 British general election Saatchi's 
poster for the Conservative party showing a 
dole queue with the caption "Labour isn't 
working" made the agency more famous 
than most Tory politicians. WPP's advertise- 
ments (through JwT) for National Westmin- 
ster Bank that feature James Dean are excel- 
lent examples of their kind. 

The chutzpah of both British groups has 
sometimes astonished their American rivals. 
From its earliest days Saatchi refused to 
abide by an informal agreement by agencies 
not to poach each other's clients. Its recent 
plan to lump its British agencies’ media- 
space buyers into a single unit (with a 1796 
market share) has again upset the industry's 
traditionalists. Mr Charles Saatchi still 
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Ls his senior managers. Mr Sorrell is 
more approachable but no less ambitious. 

t-killer acquisition of JWT 
was the first big hostile takeover of an ad- 
vertising agency. 

Neither group has any nostalgia for the 
tradition of indisciplined accounting in the 
advertising business. Mr Sorrell is proud to 
call wep a financial brand. Mr Maurice 
Saatchi has persuaded a dubious City that 
advertising is now a business with a solid 
cash-flow and a stable client base (in an aver- 
age year only 596 switch agencies). 

Saatchi takes full advantage of the 
billings system, where the agency is the mid- 
dleman between a client and the media. An 
agency bills a client for the full amount 
spent, say, £100. Only £15 is its commis- 
sion; the rest belongs to the television sta- 
tion or newspaper. But advertising agencies 
do not always hurry to pass on the £85. 

Saatchi has not relaxed as it has grown. 
Cash balances are reported daily to the 
holding company from around the world; fi- 
nancial directors of its agencies report 
monthly; their budgets are reviewed quar- 
terly. wPP's system is broadly similar. So 
long as their financial performances are sat- 
isfactory, both groups give operating units 
much autonomy. Saatchi's operating mar- 
gins from advertising (profits before interest 
and tax, divided by gross revenues) were 
131596 last year—the best of the big agency 
groups. WPP still has some way to go: JWT's 
margins are just over half Saatchi's. 


Saatchi's mistakes 

Despite its industry leadership and proven 
financial skills, two serious mistakes have 
dented Saatchi's reputation. The first is that 
Saatchi paid too much for Ted Bates in 
1986. “We picked the largest figure we could 
think of and they accepted it," says one ex- 
Bates director. Clients removed accounts 
worth $300m in billings because other 
Saatchi agencies handled rival accounts— 
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even though Saatchi pleaded that the agen- 
cies were run competitively. To make mat- 
ters worse, internal power struggles had fur- 
ther weakened Bates. Saatchi subsequently 
merged the agency with Backer Spielvogel, a 
creative hotsh 
Bates World (BsBw). 

Only two (out of ten) Bates directors re- 
main at the agency, headed by Mr Carl 
Spielvogel. Nonetheless, BSBW may yet con- 
found its critics. Mr Spielvogel has-already 
won back enough business to make up for 
the losses. Some of the most profitable bits 
of Ted Bates have emerged unscathed, in- 
cluding Australia’s biggest agency, Patter- 
son. Even in America nearly all Ted Bates's 
middle managers stayed on, and its creative 
department has got a shot of new blood 
from Baker Spielvogel. Mr Spielvogel him- 
self is an old-style agency boss who runs 
BSBW like a personal fief. That helps to per- 
suade clients of the agency's independence. 
Though they have the same parent, Saatchi 
& Saatchi Advertising Worldwide and BsBw 
were rival finalists for the $10m American 
account of Sweden's Electrolux. 

The second mistake will be harder to 
live down. In September 1987 Saatchi tried 
to buy Midland Bank, a British clearing 
bank, and then Hill Samuel, a British mer- 
chant bank. Saatchi claimed that its market- 
ing skills could revive Midland's fortunes. 
Financiers were scornful. They noted that 
the bank was faltering because of its Latin 
American debts, not its marketing skills. 

The affair shook the confidence of fi- 
nancial professionals in Saatchi—and in the 
brothers themselves. As one broker asks: 
"Should two brothers who hardly ever talk 
to us and who own only 396 of a $1 billion 
company be given such a long leash?" The 
Saatchi brothers, members of a tight-knit 
family of Iraqi Jews, have reacted by behav- 
ing even more like Greta Garbo—an odd at- 
titude in a communications group. 

Saatchi seems unsure of its identity, 


oe. to form Backer Spielvogel 


1900 81 62 83.84 85 86 87 68 
oFirst hall at annual rate — t WPP buys JWT 


stuck somewhere between a family-run bi 

ness and a conglomerate. It has two tiers: a 
cabal of family members in the holding com- 
pany; a collection of highly paid trusted out- 
siders, like Mr Spielvogel and Mr Victor 
Millar, who run the day-to-day operations. 





Some senior staff learn of crucial decisions 


(like the bid for Midland) through the press. 


Turning around companies 
Financial professionals find Mr Sorrell’s 


- strategy much easier to follow. He is doing 


what they like most—turning round way- 
ward companies. Despite losing about 
$450m in billings in the turmoil of the take- 
over, the net billings of its pwr agency still 
increased by $200m last year—and it has 
picked up $300m net so far this year. 

wr's unrivalled list of blue-chip clients 
includes Ford, Eastman Kodak and 


- Unilever; but before its takeover by wep, its 


operating margins were running at only 4%. 
The agency’s target is the industry aver: 
of 10% by 1991. It has already widened t 
margin to about 7/296 through nifty cost- 
cutting. Renting out a floor which previ- 
ously housed three directors’ dining rooms 
in New York saves $2m per year. An unex- 
pected bonus for Mr Sorrell (and a final in- 
dictment of the old jwr) was his discovery 
that jWr's Tokyo office was worth $205m— 
a discovery that prompted a quick sale. 

Mr Sorrell still has problems elsewhere. 
One of the juicier parts of the )wT group, a 
small agency called Lord Geller Frederico 
Einstein, which invented the Charlie Chap- 
lin character for IBM, has gone sour. In 
March a fifth of the agency's staff left to 
form Lord Einstein O'Neill with backing 
from Young & Rubicam, the largest surviv- 
ing Madison Avenue partnership. Mr 
Sorrell is suing both firms. He has already 
lost the 1BM account, which produced half of 
Lord Geller Frederico Einstein's total 
billings of $220m. 

In: the near term both wep and Saatchi 
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their American agencies, which account for 
about a quarter of each group's profits. In 
the longer term both think that their em- 
pires will prosper more outside America and 
outside advertising. Saatchi predicts that 
~ American media advertising will increase in 
“real terms by 7% a year till 1992; in the rest 
of the world by 14%. Design will grow by 
20%; consultancy by 17%. 
- . ^ Both empires will make more sense if 
_ the trend toward "global" advertising is sus- 
tained. As originally defined by Professor 
*. Theodore Levitt, who now sits on Saatchi's 
|. board, globalisation holds that the world is 
| moving towards a single market where com- 
-~ panies can sell much the same product in 
«much the same way in Seoul, Suhl and Soli- 
- . hull Ic is the rationale for international ad- 
| « "wertising agencies. | 
| 3 Progress is proving slow. Only a few im- 
*.. mediately recognisable products use one ad- 
- . vertisement—eg, Coca Cola. Saatchi has 
- created worldwide advertisements for Brit- 
ish Airways, where Manhattan Island takes 
































porters hope that the new pan-European 
publications and television stations will lead 
to Euro-advertisements. 

> Professor John Quelch, also from the 
tipi Business School (and a wep direc- 


a trend towards 













ioo gure can be uide! globally, some re- 
gionally, most nationally. So a firm like 
Philip Morris can use a single campaign (the 


grizzled Marlboro cowboy) to sell one brand 
of cigarettes iie and d or re- 









"T. than Snes fecus ne Saatchi 
nor WPP need despair. What matters more 
for them is that the number of companies 
seeking an advertising strategy for more 
than one country is growing. Such 
multinationals are helping to spur the 
advertising industry's consolidation. 
3M, for instance, used to employ 50 
| agencies in Europe; today it employs 
_ three. In 1977 the top five agencies 
|^ had 9.1% of world billings; by last 
. year the share of the top. five had 
|. risen to 17.496. 

US So the outlook for both Saatchi 
<e and wep as global agencies looks 
good. Saatchi's BSBW network, for ex- 
ample, includes a top-four agency in 
| 12o0f the 20 biggest national markets. 
-> But the industry's consolidation will 
-. take time. To trust one agency world- 
;" wide, a client has to be convinced 
-that all its branches are first class. A 

. dot on the map is not enough. 
Few client companies make cross-. 
. referrals easy. Most have national and 
local directors of advertising rather 
than a single international supremo. 
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will c continue to xen heavily ahed z 


to the air. Some of Professor Levitt's sup- 








claims that 127 cliente work with three-or | 
more of its services, and wer claims 85 of its: 
clients do the same. But many of those cli- 
ents chose the separate business lines with-. 


out considering who owned them. Saatchi — 
admits that only about a fifth of all i its new ^ 


projects come from cross-referrals. 


New games 


So far Saatchi and WPP fas S di^ 
ferently: put crudely, wep has: concentrated 





on public relations and design; 


seemed nonetheless to be inching in that di- 
rection with his recent purchase of the Hen- 
ley Centre for Forecasting in Britain. . 


nies acquired by wPP look a straightforward 
challenge for Mr Sorrell's cashflow skills. Be- 
fore he bought Hill & Knowlton its reputa- 
tion for financial management was not 
much better than JWr's: i 

even in 1987.1 t 































margins to ; 10%. an t 
negotations with Charles | Barke 
public relations « company, ` revive 
a similar challenge. - d 
Saatchi's push. into c 
pur der pie. is evi 


Martin Sorrell is counting on globalisation 


| dos use Semen this dini accounts io 





Like wr, the public-relations tompa 









- over half the consulting market and is domi- 


uf / pated by. accountancy . firms. Last year 
Saatchi offered to. start negotiations with 


Arthur Andersen to buy i its consultancy op- 
eration. The accountancy partnership said 


..no. Others could prove more vulnerable. 
. Rumours of discontent at accountancy- 


owned consultancies. are rifes consultant 


“partners hate having to hand over most of 
jaate 2s their i income to their auditing partners. 
consulting. The difference will narrow. ... 
Saatchi is adding design and. public-rela- 
tions units on to its advertising offices. Al- - 
though Mr. Sorrell says that consulting is 
outside WPP's marketing-services brief, he‘ 


If a big consultancy operation does 


-comè on tò the market, Saatchi would try to 


buy it. Where would it get the money from? 
The-stockmarket:no longer seems pliable— 
particularly when consulting groups sell on 
high price-earnings multiples. One soluti 

would beto to, foat of a slither ofi its own Giu 





alistic? At heir x 
not: becoming the 
agency, public-relatio 
in every market. 
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Sorrell are ‘still i n their 40s 
A’ nagging. doubt 1 femaihs: wil be ' 
groups . hold together? The main 
sets in these creative-cum-communi- 
:;.cations empires are the people who 
work for them. Mr Sorrell is trying to 
convince the various members of his 
group. that they have a mutual inter- 
est ín staying together. But JWT's staff 
continue to feel much greater loyalty 
to. their agency than to WPP. 
“>> >The Saatchi approach is differ- 
ent. Members. of the cabal that runs 
* Saatchi are determined to infuse all 
the.agéncies and firms within the 
group with the same spirit that they 
have fostered in the London agency 
(a spirit that is lacking elsewhere at 
the moment). At the s same time, indi- 
| ke | up the group 


| SN e "and effort 
needed to persuade the staff 
a this dual-loyalty is pasible 








Blocking out a yen block | 


FROM OUR TOKYO CORRESPONDENT 


APAN is starting to take the idea of an 
J Asian trading block, centred on itself and 
built on the yen, very seriously indeed. 


For more than a year officials at miT, the 

Ministry of International Trade and Indus- 
try, have been studying the economic prés- * 
pects of the Pacific basin. They have con- 
cluded that greater political and economic 


gration of the region is inevitable. They 
aic groping for a way to harness that devel- 
opment for Japanese interests. 

The idea is so vague, and the prospect ‘of 


its realisation so far off, that even the most 


basic questions about it have yet to be an- 
swered (or, in many cases, even asked). How 
leading a role would Japan take? Would all 
Asian countries be brought in? Would it in- 
clude America, Canada and Mexico (in 
which.case it would not be yen-basedY 
Would it fit in with the multilateral GATT- 
led free-trading system, or be a protectionist 
fortress to do battle with North American 
and EEC versions of the same thing? 

The difficulty of answering such ques- 
tions is not preventing the Japanese from 
trying. MITI officials said this week that a 
new high-powered committee will be consid- 
ering some of them. The committee will 
draw from all the important Japanese minis- 
tries and will also include academics and 
'--3inessmen. That is a rare step in the Japa- 


Japan 


nese bureaucratic process; when taken, it 
usually leads to something significant. The 
formation of the committee is a strong signal 
that Japan intends to reach an internal con- 
sensus on what form a regional trading 


“block should take, and to establish political 


primacy over the Asian end of this new co- 
prosperity sphere. 

This will not be universally oe by 
Asians who remember Japan’s previous ef- 
fort in this direction half a century ago. Sin- 
gapore's Mr Lee Kuan Yew told the Interna- 
tional Herald Tribune that “No leader in 
the East favours.a yen block. It would be a 
retrograde step." Mr Lee was voicing the 
persistent distrust of a more assertive Japan 
among its neighbours—and worries about 
the danger to countries like his own of a 
breakdown of the multilateral free-trading 
system that has helped to keep America’s 
market tolerably open to Asian exports. 


A yen-based Asian trading block is still - 


years away, albeit likelier than it has been 
since 1942. What might it mean? The dispar- 


ities among potential members are great: Ja- 


pan's GNP per head is more than $18,000, 
China’s scarcely $300. So a currency ar- 
rangement as formal as the European Mone- 
tary System, or even some Pacific version of 
the OECD, as is being touted by the former 
Japanese prime minister, Mr Yasuhiro 


- within the Pacific basin is starting to make 


sult is that Asian economies are becoming 


30 investment flows throughout the regio 





Nakasone, is for now out of the question. 

A free-trade or freeish-trade area 
loosely co-ordinated by regional talking 
shops such as the Pacific Economic Co-op-- 
eration Council and bolstered by collabora- 
tive projects in energy, telecommunications. - 
and R&D is far more likely. Trade growth | 





















such a block look sustainable. As the chart 
shows, Pacific-basin trade has grown far- 
faster since 1970 than trade across the At- 
lantic, admittedly from a lower base. 

Trade has grown especially vigorously. 
over the past three years. Other things, most- 
of them stimulated by the rise of the yen 
since early 1985, have helped to make A: 


les pe popolar yen (%) 























Proportion of Japan’s 


trade invoiced in yen imports 24 9 
Currency components in s$ 665 627 35 
international x issues yn | 15 10.0 1: 
|. M i75 90 | 
Share of world's fo foreign $ 686 660 6 
exchange reserves yn 43 76 


.DM 149 149 1 
dtd IMF, OECD, BIS, MITI, Bank of Japan a 


ripe for some sort of Japanese-led trading 
arrangement. 

First, Japan has become a big market: f 
Asian manufactures. This year and last. 
imports from the four "dragons" —Hon 
kong, Singapore, South Korea and T. 
wan—have risen by 30% a year in yen terr 
and 5096 a year in dollar terms. l 

Second, as the table shows, the yen a 
started to play a bigger (though still small) 
role in international trade and foreign-e 
change reserves. For a long time Japan's. 
nance ministry blocked such a role because 
it feared that the yen’s greater use as a trade 
ing or reserve currency would undermine 
Tokyo's control of monetary policy at home. 
The change has come in part thanks to: 
American pressure, in part because of mar- 
ket forces: countries and companies want to. 
borrow in yen because Japan’s interest rates - 
are low and its savings abundant—so they - 
need to earn yen from exports to service | 
their growing Japanese debts. j 

Third, Japanese manufacturing - has 
moved offshore to stay competitive. One re- 

















































horizontally integrated: the dragons are be- 
coming assemblers of Japanese-supplied 
parts and proxy exporters for Japan to the 
West. South Korean and Taiwanese manu- 
facturers, whose currencies have also risen 
against the dollar, are moving offshore too. 
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ASIA 


are on the rise, not merely flows from Japan. 

Fourth, as a result of this integration, 
more Asian countries are becoming inter- 
ested in pegging their currencies to the yen, 
to avoid inflation rates higher than Japan's. 
Linked to a falling dollar, they would appar- 
ently gain a competitive edge over Japan; 
but the resultant injection of inflationary 
pressure into their economies would be 
harmful in itself, and could more than undo 
their gains. Although many Asian countries 
still peg their currencies formally or infor- 
mally to the dollar, some, such as Thailand, 
have switched to a basket of currencies. 
More might do so as America presses for 
more Asian revaluations. 

One thing could hurry forward the ad- 
vent of a yen block, in whatever guise: a pro- 
tectionist America. So long as the United 
States remains tolerably free-trading, the 
formation of a yen block runs the danger of 
provoking a breakdown of the GATT system. 
As Mr Lee implied, no Asian exporter 
would want to risk being shut out of the 
American market. That applies to Japan as 
much as to any other Asian country. The 
men at MITI and the committee it is sponsor- 
ing will be thinking as carefully about how 
to tie Japan into free trade with America as 
about how to do so with its Asian neigh- 
bours. But if trade with America were to 
wilt, a regional get-together would seem all 
the more attractive and could take a sinister 
form. Co-prosperity does not need two 
blackenings of its name in a single century. 





The Seoul Olympics 


South Korea 
goes for gold 


FROM OUR EAST ASIA CORRESPONDENT 


HE first part of the breath-holding 

event is almost over: the Olympic games 
open in Seoul on September 17th. The sec- 
ond part then begins. Successful games will 
confirm South Korea's place in the world, 
and usefully put it one-up on North Korea. 
They could nurture its young democracy, 
and might help nudge the two Koreas closer 
together. But one terrorist bullet, one vio- 
lently policed student demonstration, and 
any of those hopes could be dashed in less 
time than it takes to break a tape. 

No other Asian country has staged the 
Olympics except Japan, whose Tokyo games 
of 1964 heralded its arrival in the ranks of 
the advanced nations. These are also the 
first Olympics since 1976 not to be boy- 
cotted by a superpower and its friends. A 
record 161 countries are sending athletes. 

South Koreans are proud of all this, full 
of national bonhomie almost to the point of 
boasting. Even the disliked and distrusted 
Japanese are being made welcome: kabuki 
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The students play their own games 


theatre has been performed in Seoul for the 
first time since 1945, and the authorities are 
turning a blind eye even to banned Japa- 
nese-language pop music. The most enthusi- 
astic welcome is being reserved for North 
Korea's two main supporters, China and 
Russia, neither of which has diplomatic rela- 
tions with South Korea. The shooting down 
of a South Korean airliner by a Soviet 
fighter in 1983 might never have happened. 

The South Koreans hope for both dip- 
lomatic and economic benefits. They think 
the Olympics will lead to closer commercial 
relations with communist countries, par- 
ticularly China (with which this year they 
will anyway do $3 billion or so of backdoor 
trade). They hope the flag will follow trade. 
They have already had one success: on Sep- 
tember 13th, Hungary became the first East 
European country to establish a permanent 
mission in Seoul, only a small step short of 
formal diplomatic relations. 

The bigger prizes, diplomatic relations 
with China and Russia, may have to wait un- 
til the ground is ready for Japan and the 
United States to recognise North Korea 
simultaneously. Few expect such “cross-rec- 
ognition" soon, though moves are afoot to 
lessen tension between North and South. 

The North Korean leader, Mr Kim Il 
Sung, has proposed a bizarre parliamentary 
federation between the two Koreas, but his 
reaction once the Olympics get under way is 
unpredictable. The North Koreans tried 
and failed to get the South to let them co- 
host the games, and the North is taking no 
part in them. South Koreans continue to 
fear that the North may sponsor a terrorist 
attack, directly or through supporters such 
as the Japanese Red Army. The Americans, 
Japanese and South Koreans have been co- 
operating closely to ensure security. Ameri- 
can and Japanese warships will be patrolling 
Korean waters and ground forces in South 





Korea will be on full alert. But Japan held 
out an olive branch to North Korea on Sep- 
tember 13th, saying that it would lift the 
sanctions it imposed against the North for 
blowing up a Korean Air airliner over the 
Indian Ocean last November. 

There are fewer worries over the com- 
mercial prospects for the games. South Ko- 
rea has invested $3!5 billion in staging 
them, but the government expects twice 
that to come back in higher exports. South 
Korean businessmen hope the rest of the 
world will now see them not just as makers 
of cheap footwear and textiles, or even of 
cars and ships, but of advanced goods like 
semiconductors and computers too. 

The planners hope that within five years 
South Korea's trade will increase from its 
present $100 billion a year to $175 billion. 
They optimistically speak of huge increases 
in trade with China and Russia. They : 
these countries both as sources of raw r 
terials and—as other starry-eyed business 
men before them have done—as big mar- 
kets. A first step would be for China's 
Shandong province to exchange trade of- 
fices with a South Korean counterpart. That 
could come sooner rather than later—if che 
games are successful. 








Sri Lanka 


Where peace 
means war 


FROM OUR COLOMBO CORRESPONDENT 


IKE a used-car salesman desperate for a 

deal, President Junius Jayewardene of 

Sri Lanka has offered his reconditioned ver- 
sion of peace to the island’s Tamils. 

This year’s model is the same as the one 
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HEN you first handle a Patek Philippe, you 3 
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of an object of rare perfection. 
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a lifetime. 

We made this watch for 
you -to be part of your 
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made watches. 

And if we may draw a con- 
clusion from five genera- 
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pictured last year in an agreement between 
India and Sri Lanka. That never got on the 
road. The president has tried to make it 
seem more reliable this time by issuing a 
warranty on its major components. This 
took the form of a proclamation that the 
north and the east of the island—the area 
demanded as a homeland by Tamil separat- 
ists—will definitely be merged as promised, 
something the Tamil groups had doubted. 
There was also an announcement that most 
of the remaining Tamil detainees, some 400, 
would be released. Most important of all was 
the news that long-awaited elections will 
take place for a provincial council in the 
north and east, to go halfway towards meet- 
ing Tamil demands for self-rule there. 

So the Indo-Sri Lankan agreement is 
moving again politically, after it had failed 
to meet its deadline of elections by the end 
of last year. The wrecking of the timetable 
can be blamed on the armed resistance of 

e main separatist group, the Liberation Ti- 
». I$ of Tamil Eelam. Nearly a year after the 
Indian peace-keeping force, now more than 
50,000-strong, began its first offensive to try 
to make the Tigers surrender their weapons, 
they still have not been tamed. 

Because the Tigers can still draw blood, 
the feeling among the other Tamil groups, 
many inhabitants of the north and east and 
even some Indian officers is that this is no 
time to call an election. They argue that can- 
didates could be killed and voters frightened 
away from the polling booths if the Tigers 
are not first declawed or brought into the 
political process. But the Indian com- 
mander, General A.S. Kalkat, disagrees. He 
argues that the Tigers have been weakened 
enough to let elections go ahead. 

The general is part of an Indian lobby 
pressing President Jayewardene to hold the 
provincial elections by early December at 
the latest. The Indians want the local polls 
esueezed in before Sri Lanka’s presidential 

ction later that month. They fear it may 
throw up a new leader hostile to the accord 
and to the Indian presence. By mid-week ru- 
mours were thick that Mr Jayewardene, 83 
on September 17th, had decided not to run 
for a third term. If so, the prime minister, 
Mr Ranasinghe Premadasa, will presumably 
take his place against the leader of the Sri 
Lanka Freedom party Mrs Sirimavo 
Bandaranaike. Both oppose the accord. 

The various Tamil groups are likely to 
be further prodded towards contesting the 
provincial polls by the five-day unilateral 
ceasefire that India declared on September 
15th. This will not guarantee peace; but it 
will give the Tigers one last chance to put 
down their guns and try for power through 
the hustings. 

Significantly, there have been no official 
announcements by the government about 
the latest moves to carry out the agreement: 
all this information has been leaked by In- 
dian sources. The reason is the unstable situ- 
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ation among the majority Sinhalese popula- 
tion elsewhere. The accord has led to an 
explosion of support for the extreme anti- 
government organisation known as the 
Janatha Vimukthi Peramuna (jvr), or Peo- 
ple's Liberation Front. The jvr, which sees 
the [Indian peacekeeping force as foreign in- 
vaders, appeals to Sinhalese chauvinism. 
The death on September 3rd of one of 
the jVr's top leaders while he was in police 


. custody has led to a campaign of strikes and 


killings. The government reckoned this was 
not the moment to announce concessions to 
the Tamils. On this island riven by five years 
of communal conflict, one man's peace is 
another man's war. 


P e 


Cricket 


Out 


S IF their own batting were not enough, 
England's Test cricketers have been 
sent back to the pavilion by the Indian gov- 
ernment. More sadly—English cricketers 
can meet worse fates (most of them ten feet 
tall and called Malcolm Marshall) than miss- 
ing a tour of India—that is where they are 
likely to stay. 

The trouble began when England's Test 
and County Cricket Board (TCCB) chose Mr 
Graham Gooch to captain the team that was 
to visit India this winter. He promptly re- 
vealed that, to do so, he was giving up a con- 
tract to play in South Africa. The 1977 
Gleneagles agreement commits Common- 
wealth governments not only to banning or 
at least hampering official sporting contacts 
with that country, but to discouraging indi- 


Gooch Gleneagled 


ASIA 
vidual ones. Britain’s government, unlike 
some, lets its sporting bodies decide what 
that means. Mr Gooch had already served a 
three-year ban from the England side for 
leading an unofficial side to South Africa in 
1982. But the TccB feels less than passion- 
ately about apartheid. It could—just— 
reckon that if West Indians and Sri Lankans 
were willing to play in England this summer 
against a Gooch-led team such a team might 
be acceptable to India. 

India's government, however, is not 
feeling as healthy as it did two years ago, 
when it let its tennis team play Israel in the 
Davis Cup. Besides, Israel has many friends, 
South Africa few. In particular, South Afri- 
ca's strongest critics include most of the 
countries due this week to decide whether 
India should host the 1994 Commonwealth 
Games. New Delhi slapped a ban on Mr 


Gooch and seven other members of the 


touring party blacklisted— with another 90- 


. odd English cricketers—by the United Na- 


- tions for their South African connections. 


There was joy in places like the Com- 
monwealth secretariat and SANROC, a self- 
appointed South African non-racial Olym- 
pics committee that zealously nourishes the 
blacklist. In England, angry fogeys cried “hy- 
pocrisy"; a charge that can be aimed at India 
(see box next page), but not as they did it: 
absurdly likening a government which tries, 
by law and other means, to fight the caste 
injustices endemic in its society to that of 
South Africa, which does exactly the oppo- 
site. Calmer heads merely jeered at the 
TCCR. But was it wholly to blame? 

Yes, said New Delhi, for selecting the of- 
fending players in disregard of Oleneagles; 
and for obstructing a resolution put forward 
by the West Indies and Zimbabwe last sum- 
mer to the International Cricket Confer- 
ence (ICC) that would effectively entitle host 
countries’ cricketing authorities (not just 
their governments, which can do it anyway) 
to veto tourists they disapprove of. 

The TCCPB replies that it was merely play- 
ing by the present rules, which allow each 
country to pick whom it chooses. That is 
true. The icc has been discussing two rival 
changes. The one cited in New Delhi would 
allow the hosts to object, and force the visi- 
tors to replace the offenders; ie, the veto 
works and the tour goes ahead. Australia 
and Pakistan suggest that the visitors "may" 
comply, implying that if they refuse, it will 
be up to the hosts either to swallow their ob- 
jections or cancel the tour. 

Both resolutions are now being re- 
drafted. The rival results will go to a special 
ICC meeting in January, and some version— 
probably a compromise—is likely to get 
through. But neither is yet in force. The 
TCCB may have been rash to ignore the near 
future, but its complaint that the Indian 
government is jumping the gun is correct. 

Yet few victories are won by being right. 
The tour of India is all but cancelled. And 
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typocrites? 





ished batsman. A pity. He 





. have any South African. connection 
he liked and still get into India with 
| no questions asked. 

» Cut and polished diamonds are 
| today India's biggest single export; 
they brought in $1.7 billion in 1987- 
| .88. The business, centred in western 
< India and built on low wages and 
growing skills, is booming: exports 
have doubled (by weight) since 1980. 

From. primitive backstreet. work- 

shops, the industry is moving rapidly 
-into modern semi-automatic equip- 
. ment and improving its products. 


“and Tel Aviv in volume, is now chal- 
. lenging them in quality as well. 

4. — In the past, the industry has. suf- 
fered from a 165% duty on processing 
. machinery. The government is now 
. helping, though: tariffs on machinery 
- are down to 3596, those on imported 
- roughs have been abolished, and ad- 
< vance licences for purchases from the 
< Diamond Trading Company in Lon- 
- don are now readily issued. 

— [n London? Sos of. That is the 
. one flaw in this brilliant tale. For the 
. Diamond Trading Company is part 
_ of the Central Selling Organisation, 
. the world diamond monopoly, which 
is part of De Beers, which is part of 
. South. Africa. Just how many specifi- 
. cally South African stones find their 


| way into any one of its boxes no one 
to knows; indeed only the most expert 
` cutter could find out by examination, 
L ifhecared. He does not: in Bombay as 
| in Antwerp, a diamond of the right 
` quality is a diamond. Like money, it 
- has no smell. 
| How fortunate for. Indis. $ exports 


i. bans trade with South Africa. 





R GRAHAM GOOCH isa pol- 


i should be a rough diamond. He could 


——— —— a A A a RET AON 


Bombay, already ahead of Antwerp . 


and its government, which of course 





——Ó—— Ha iri pre i pg rm a ag E MESS 


ago een: it PU a eE ie cricketer to 
tour South Africa, and called off the tour 
when Pretoria said no—that picking one’s 
team is one's own business: If the rest of the 
cricketing world decides otherwise, the only 
players likely to run into a ban are English: 
Few non-white cricketers want to play in 
South Arica (though one or two West Indi- 
ans have done it); and during the southern 
summer, when South African jobs are on of- 
fer, other white cricketers, in Australia and 
New Zealand, are busy at home. Young Eng- 
lish cricketers will weigh their Test hopes for 
the future against solid South African 
money today. Some will choose money. — 
Fears that cricket will divide into white; 
and non-white worlds are wild. Not so fears 
that England may have to. choose between 
near-isolation and sending out teams even 


, worse than the one it has now. 


Bangladesh floods - 
Drowned by 
politics 


FROM OUR INDIA CORRESPONDENT 


+ COLOGISTS blame the Bane adesh 

floods on the deforestation of the Hima- 
layas in India and. Nepal. They are only 
partly right. Politics is holding up schemes 
that would consign such devastating floods 
to history. 

Bangladesh. suffers not Suy floods but 
drought. So do the adjoining Indian states 
of Bengal, Bihar and Assam. To tackle both, 
three things are needed: dams on the Brah- 
maputra fiver, storage i reservoirs on the Hi- 
bon Panwa of the pip anda a ca- 








two set db a joint commission. “Since ace 
experts have been meeting regularly. But the 


two countries’ mutual suspicions have 
stopped anything from being done. — 

The talks started over the wrong issue, 
and so ended*by concentrating: on the 
wrong river. In the early 1970s India built a 
dam on the Ganges ar Farakka, just inside i its 
frontier with: Bangladesh. The aim was t 
shift most of the dry-season flow into one of 
the branches into whic h the Ganges splits 
there; India’s aim wasto desilt the port of 
Calcutta. The project, dreamed up by a Brit- 
ish engineer around 1900, was hare-brained 
by the 1970s. Calcutta had been overtaken 
as a port by Bombay and Madras, and most 
of the dry-season flow’ was anyway pre- 





empted for irrigation further upstream..- 


The Bangladeshis protested, that India’ $ 
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plan etd leave their Eur the Padma, 
almost empty. Ground sources would not be 
recharged, and: north-western Bangladesh 
would face drought. India’s Janata govern- 
ment, elected in 1977, saw the force of th 
It made an interim agreement to give thri. 
quarters of the dry-season flow.to the 
Padma, until the overall flow of the Ganges 
could be increased. For that, it proposed a 
320-kilometre canal to bring Brahmaputra 
water to the Ganges above Farakka: - 

The Bangladeshis said no. The. canal 
would run mostly through Bangladesh, giv- 
ing India too vital a stake in their territory. 
Instead, in the early 1980s they proposed 
augmenting the Ganges by building seven 
reservoirs on tributaries flowing out of Ne- 
pal. So Nepal would have.to join the talks. 

Now India said no. It accused Bangla- 
desh of seeking to multilateralise the issue 
(something the Indian foreign ministry 
much dislikes). Besides, said New Delhi, in- 
volving Nepal might cause more delays. It 
did. Bangladesh remained adamant, and in 
1985 Mr Rajiv.Gandhi gave way. But Nepal 
had no zeal for reservoirs.that would dis- 
place Nepali families from fertile valleys t^ 
benefit foreigners downstream. It soug 
time to study the idea. It is still studying. 

In 1986 Dhaka got the message, and 
proposed a short linking canal from the 
Brahmaputra to the Padma, wholly inside 
Bangladesh. But it wanted India to separate 
the augmentation of the Ganges flow from 
the détermination of Bangladesh's share in 
it. New Delhi all but agreed in early 1987. 
But since then both countries’ leaders been 
in trouble at home. No concessions, no deal. 

Storage reservoirs in Nepal could both 
lessen drought and help to prevent the Gan- 
ges from flooding. But the real culprit is the 
Brahmaputra. Its: average annual flow of 
942m acre-feet is more than:the Ganges and 
Indus put together. Over three-quarters of 
this rushes down between July and October, 


_and not a year passes when it does not flood 


large parts of Assam and Bangladesh. 
India has its own plans for the Brahma- 
dne two gigantic Now in ather remote eino, 
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Dams could mean a drier future 


lower the peak level of the Brahmaputra by 
four feet, freeing all of north-eastern Bangla- 
desh from floods. India also wants to use the 
dams to generate around 30,000 Mw of elec- 
tric power. But to be economic the scheme 
needs a transmission line across Bangladeshi 
territory. Again, Dhaka is uneasy. 

And now a fourth country is involved. 
India cannot push on with either dam be- 
cause old claims to Arunachal Pradesh are 
being vigorously revived by China. 








Burma 


Democracy plus 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HE people of Burma have glimpsed a 

new era. In it a multi-party democracy 
would bring not only elections, freedom of 
speech and the end of the secret police, but 
free markets, western consumer goods, bet- 
ter harvests, wealth. The demonstrators are 
ambitious, and they do not trust President 
Maung Maung t$ satisfy their ambitions. So 
they remained unimpressed on September 
lOth when he accepted their central de- 
mand: multi-party elections, for the first 
time in more than a quarter-century. 

Instead of cheering, the rebels said they 
would start a campaign of violence if Mr 
Maung Maung did not go further and re- 
sign; they want him to hand power over to 
an interim government. Recent weeks have 
brought no let-up in the demonstrations, 
wildcat strikes, hunger strikes and lootings. 
But orchestrated violence would take the 
chaos to new levels. It might also invite a 
military coup. People still fear army inter- 
vention, despite defections to the rebels’ 
cause by some soldiers. 

An interim government might be able 
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to restore order and organise free elections. 
It would have to include the main opposi- 
tion leaders: the popular Mr Aung Gyi, a 
former Brigadier; General Tin Oo; and Miss 
Aung San Suu Kyi, the daughter of a hero of 
Burma’s independence. U Nu, a former 
prime minister, might be persuaded to ditch 
his rival would-be government and join an 
interim one. It would need the backing of 
army chiefs (who have hidden their sympa- 
thies during the unrest). It might also need 
the nod of the man who still seems to be 
really in charge (so far as anyone is): General 
Ne Win, Burma’s boss for 26 years until his 
formal retirement in July. 

Free elections and a new government 
would be only the first step. The economy 
needs a complete overhaul. The main indus- 
tries such as textiles, fertilisers, cement and 
timber are run by inefficient government 
monopolies. Private enterprise is mostly out- 
lawed. Burma’s 49,000 small businesses are 
mainly roadside stalls. 

Factories can barely function, because 
the roads are awful. Scarcely a new road has 
been built in 20 years; as one Rangoon resi- 
dent puts it: "a road trip to Mandalay takes 
more preparation than a world tour." 
Trucks cannot shift goods anyway, because 
state-run oil production has fallen to 15,000 
barrels a day from the 35,000 needed to 
keep things going. Power cuts are frequent. 

Corruption is rife: if you want anything 
done by an official, have your "tea money" 
ready. Exports are minimal because the offi- 
cial exchange rate is absurdly high. So there 
is no foreign exchange to buy the imports 
that factories need. Last year production fell 
drastically in many industries; even beer 
output fell, by a third. The Burmese like 
beer, and some managed to get supplies 
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The margh towards modernity 


from China by bartering with the hill tribes 
that straddle the border. 

Burma is wonderfully fertile. Yet agricul- 
ture is in a mess, not because the farmers do 
not know their job, but because bureaucrats 
think they know it better. Every aspect of 
planting and harvesting is set down by gov- 
ernment-appointed town councils. Distribu- 
tion is primitive, so local food shortages oc- 
cur, and farmers are crushed under rents 
and taxes. 

Attempts to put things right with for- 
eign money have been few and unsuccessful, 
thanks to the government's insistence on 
doing things its own way. America has de- 
cided that money given to Burma is money 
wasted, and provides only $15m a year in 
aid. Japan, keen to look good, put its aid up 
to $245m in 1986, mainly for construction. 
But it got so fed up with the results that it 
committed less than $30m this year, urging 
the government to start economic reforms. 

If a new government wants it, the wo 
is standing by with money to help. Americ. 
would chip in, and Japan too wants Burma 
to become the sort of country where invest- 
ment makes sense. There is even talk of help 
from China, which hopes to boost trade 
above today's small-beer level. 

So will Mr Maung Maung and General 
Ne Win do their patriotic duty and encour- 
age a peaceful transfer of power? To per- 
suade them to do so, more than 1m people 
filled the streets of Rangoon on September 
14th. They shouted their demands and 
shook their fists but did not resort to vio- 
lence. No one knows whether General Ne 
Win was paying any attention. Throughout 
the insurrection he has stayed inside his mil- 
itary residence behind heavy military guard. 
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Starting for Germany. 
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Give an ordinary ice cube its moment of glory. 
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Time to sell he car and saddle up—or buy a string and move to Kentucky? 


The stretching of the 


middle class 


WASHINGTON, DC 


A rule of thumb: if America’s 
middle classes conclude that 
their way of life is sliding down- 
hill, they will choose Michael 
Dukakis; if they conclude that 
‘tey are managing pretty well, they will 

oose George Bush. Enough of them are 
undecided to swing the election. Hence the 
contradictory jumble of statistics descend- 
ing upon the electorate’s head. To be sure, 
the poor have grown poorer during the Rea- 
gan years, and the rich richer. What pre- 
cisely has been happening to the broad 
swathe in the middle? 

The short answer is that a middle-class 
family with middle-class standards should be 
doing fine so long as both husband and wife 
are working, so long as they have already 
bought their house, and so long as they de- 
cide to educate their children at a state uni- 
versity or college and not at one of the 
smarter private institutions. And, of course, 
so long as no member of the family is struck 
down by an illness that requires long-term 
uninsurable medical treatment. Many fam- 
ilies succeed in obeying all these rules. 

To be middle class in America is much 
more straightforward than in Britain, where 
the concept is layered with snobbery. The 
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American middle classes are the middle 
earners, the middle three-fifths of American 
families who receive about 50% of all family 
income. People were alarmed a few months 
ago by suggestions that this fat and stable 
stratum of American society might be 
shrinking, losing its members into either the 
upper- or lower-income levels. 

This was an exaggeration. And, so far as 
there is movement, it is upwards rather than 
downwards. Mr Frank Levy of Maryland 
University compares middle-class numbers 
in 1986 with those in 1973. He finds that the 
proportion of American families earning 
less than $20,000 (in 1987 dollars) remained 
constant at 31%; the middle-class group 
earning $20,000-50,000 dropped from 5396 
to 47% of all families; the proportion earn- 
ing more than $50,000 rose from 1696 to 
2296. 

Those findings look like good news for 
Republicans. Their joy should not be un- 
confined: the middle-class migration into 
the (relatively) upper classes is clouded with 
qualification. It was caused, almost entirely, 
by the double pay-cheque. Incomes per head 
have risen (because of working women and 
fewer children), but men's earnings are 
more or less stuck at their 1973 levels (wom- 


en's wages have risen but are still far behind 
men's). Nobody quite knows why this stag- 
nation should be. Possibly it is the switch 
from manufacturing to service jobs: the 
Joint Economic Committee of Congress es- 
timates a $10,000-a-year gap—$7,000 in 
wages and $3,000 in benefits like health in- 
surance—between the two types of job. Mr 
Robert Litan, who is editing a book on 
American incomes for the Brookings Insti- 
tution, says no, the switch into service in- 
dustries had begun even when earnings were 
rising; it is the slowing down of productivity 
growth that is to blame. 

Another qualification: the stability of 
the lowest income group masks an impor- 
tant change in demography, the switch in 
wealth and poverty between young and old. 
The elderly, who have done relatively well 
since the indexation of their pensions, have 
been moving up into the middle-class range; 
children and single-parent families have 
been passing them, on the way down. 

Moreover, the rich and the poor and 
the ones in the middle are not endlessly 
comparing themselves with one another. 
The expectation, in America, is not so much 
that inequality should decline, but thar all 
groups should separately grow richer. Mr 
Levy shows that the inequitable distribution 
of wealth was roughly as great at the end of 
the second world war as it is now. The differ- 
ence is that, until the mid-1970s, everybody 
expected things to get better and they often 
did. It was reasonable to hope that one’s 
child would do as well as oneself and proba- 
bly better: qualify for a better job, live in a 
smarter neighbourhood, take more ad- 
venturous holidays. 

Such hopes are nowadays much less ro- 
bust than they were: children are no longer 
automatically climbing the career ladder. lt 
can no longer be assumed that middle-class 
earnings guarantee a family a middle-class 
way of life. If the doubts grow strong 
enough, the middle classes may look to the 
Democrats for change rather than to the Re- 
publicans for continuity. So here the politi- 
cians enter the fray, their battleground the 
middle class, with its fears for the future and 
its cache of wavering voters, their weapons 
an array of figures proving what you will (Re- 
publicans prefer comparisons with 1981, a 
recession year; Democrats choose 1973, be- 
fore oil prices threw everything haywire). 

The Republicans point out that the av- 
erage middle-class family has done all right, 
keeping ahead of inflation. The Democrats 
respond that the cost of two or three of the 
items at the top of most middle-class shop- 
ping-lists—a_ single-family house, for in- 
stance, and college education for the chil- 
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_ Sources: American Council on Education; Congressional Budget Office 


^dren— have well outstripped the rate of 
nflation. 
The rise in house prices hits the young 
and first-time buyers especially hard. Revers- 
hg a long upward trend, fewer families are 
now buying a house for themselves than 
were eight years ago; the proportion of 
Americans in their late 20s who are able to 
own their own homes fell sharply between 
1980 and 1987. The elderly, once again, are 
doing relatively well, many of them sitting 
comfortably on a good investment. New 
house-buyers struggle with housing costs, in- 
cluding huge mortgages, that absorb more 
han 3096 of their income. Almost no 
houses are within reach of the really poor. 
Last year, reports the Joint Centre for Hous- 
ng Studies at Harvard, the median price of 
à first home was $67,000, 9296 more in real 
erms than in 1975. The researchers see no 
oy at all in the next ten years for the hous- 
ng have-nots. 
.. College costs are an even more emotive 
issue, and both presidential candidates have 
come up with proposals to ease the pain. Tu- 
ition costs rose by 796 between 1987-88 and 
< 1988-89, twice as fast as inflation. That is 
“fact, worked out by the College Board. The 
fiction is that students are obliged to pay 
more than $10,000 a year, and then forced 
- into investment banking, to repay shackling 
^. student loans, when they would sooner be 
teaching or saving the world. As it happens, 
about 80% of American students attend 
public universities or colleges where the av- 
erage annual fee is $1,200, which is not bad 
-.. Value. The average fee at a private college is 
:$7,000. The most expensive Ivy League 
- establishments get the lion's share of public 
- attention but take only about 496 of total 
enrolments. 
Yet, whether he goes to Harvard or a 
. community college, a student needs money. 
Mr Bush urges the creation of tax-free sav- 
ings bonds as an incentive for families to 
save for college. Mr Dukakis has a craftier 
scheme. He proposes that students, at all in- 
- come levels, should be allowed to borrow 

















the money for their ducati. aud then 
spend the rest of their working lives paying 
it back. Instead of a fixed dollar amount, the 
repayment would be a percentage of income, 
withheld from the payroll j m secu- 
rity is now. But while the benefit. 
security comes at the end of a wo 
(in the form of an old-age p ‘ the ben- 
efit from education would | ome at the 
beginning. | 

Mr Dukakis is přaised. 5s licking the 
rate of repayment to post-students' earn- 









ings. But the mechanics of his scheme are 


open to question: Mr Arthur Hauptman of 
the American Council on Education won- 
ders, for instance, how money can be bor- 
rowed privately from a bank and then re- 
paid through a federal mechanism. Others 
worry about high earners subsidising low 
ones. But the "Robin Hood factor" is al- 
ready at work on college campuses: indepen- 
dent colleges use their high fees to finance 
scholarships for the less well off. 

College education is a big middle-class 


concern. But, with nearly three out of five — 


women with young chíldren workíng out- 
side the home, nothing beats child-care as 
the main worry for all -but the most fortu- 
nate working mothers. Both candidates, cot- 
toning on to this, are now insisting that it is 
their worry too. Mr Bush again looks to the 
tax code: his main proposal is for a $1.5 bil- 
lion tax credit, worth up to $1,000 for each 
child under four, to be directed at poor fam- 
ilies where at least one parent, but not neces- 
sarily both, work. Mr Dukakis has been sup- 
porting, with less than total commitment, a 
bill that would channel $2.5 billion to the 
states, allowing them to devise their own 
child-care programmes. The bill, promoted 
by the Alliance for Better Child Care (asc), 
is now in trouble because of objections to 
the federal money that is destined for the 
many church-run day nurseries. 

One of the reasons, say Mr Bush's men, 
why the ABC bill is no good is because it 
would help middle-income families at least 


as much as poor ones—a strange thing for - 


he existing: tax relief for child< care, which 


Mr Bush would retain and modify, helps the 
better-off). But it is true that middle-class 


preoccupations, in these pre-election days, 
are also Mr Dukakis's. And a middle-class 


“cway of life, nowadays, depends absolutely on 


the childminder, a 





7 Washington Senate race 


Scoop poopenk $ 







N The. state of Washington 

jb does not have Reagan 
Democrats, it has Jackson 
Democrats. Scoop Jack- 
! son, an | influential Demo- 


1983, had a hawkish v view of foreign Sali 


His fans are unlikely to be over-enamourea 






of either of the two Democratic represen- 
tatives now. vying for Washington's open - 


Senate seat. Mr Mike Lowry and Mr Don 


. Bonker both have liberal voting records. 


Jackson fans would probably favour Mr 
Bonker, a quiet fundamentalist, who comes 
from a lumber-and-fishing district, knows 
about trade and is slightly the less liberal of 
the two. 

Yet it is Mr Lowry, who earlier made an 
aggressive run for the vacancy caused by 
Jackson's death, who is strong favourite to 
win the Democratic primary on September 
20th. Mr Lowry is an outspoken original, his 
liberalism unreconstructed: opposed to high 
defence spending, he even opposed the set- 
ting-up of a naval homeport right next to his 
own Seattle district. He has, however, re- 
constructed his appearance (always called 
rumpled) for this Senate race. Beardless and 
almost trim, the new Lowry speaks soft’ 
Secure in his support from the densely pc. 
ulated Seattle area (though not from Seat- 
tle's mayor, whom he beat in the 1983 Sen- 
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..- Bonker’s fundamentalism 


ate primary), he has refused to be provoked 
bv his lesser known rival. Mr Bonker attacks 

n as a liberal advocate and gadfly, out of 
xep with Washington's other represen- 
tatives. Mr Lowry responds with honeyed 
assurance. 

Washington's election rules allow the 
voters to cast their ballots on September 
20th in either the Republican or the Demo- 
cratic primary regardless of their political 
affiliation. The polls show both Mr Lowry 
and Mr Bonker to be trailing one Republi- 
can candidate, Mr Slade Gorton. Since Mr 
Gorton is safe in his own primary, some Re- 
publicans may cross over in order to influ- 
ence the Democratic results. It is not clear, 
however, whether that would lead them to 
vote for Mr Bonker, because they would pre- 
fer him as senator, or for Mr Lowry, because 
they believed that he would be the easier 
candidate to defeat. 

Mr Gorton (often called cerebral) has 
troubles of his own. Elected to the Senate in 
1980, he was admired as one of the brightest 

"the new Republican bunch. But the acco- 
les came from the wrong Washingtonians. 
Capitol Hill watchers loved to interview 
him; the people back home grew sour. He 
made some mistakes (one involved voting to 
confirm a right-wing judge, Mr Daniel 
Manion, a decision that proved unpopular). 
In 1986 his Democratic challenger, Mr 
Brock Adams, defeated him. 

Mr Gorton's chagrin was similar to the 
despair that overcame Governor Michael 
Dukakis when his bid for re-election failed 
in 1978. But, like Mr Dukakis, the lucky Mr 
Gorton got another chance; his old Republi- 
can friend, Senator Daniel Evans, decided 
this year to retire. Now, says Mr Gorton, it 
will all be different. Crying mea culpa, he 
accepts that Capitol Hill went to his head 
and he lost touch with the people. He is run- 
ning a grassroots campaign; he is listening to 
anybody who wants to speak to him; above 
all, he is determined to get back to his be- 
loved Senate. 
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Cloth-eared protectionists 


WASHINGTON, DC 


HE trade deficit for July fell to $8 bil- 

lion, its lowest monthly figure since 
1984 (see page 78). So you thought protec- 
tionism was dead? Get out the garlic, che old 
vampire is back. It has fixed its sights on an 
industry working flat out, making record 
profits behind already insurmountable 
walls, and inflating the price of its 
products—which are bought by the poor 
proportionately more than by the rich—by 
8% a year. This industry needs protection 
from importers? Congressmen think so. 

The industry is the textile makers. De- 
spite rising profits (up 54% in two years) and 
falling imports (down 9% this year com- 
pared with last), they have managed to per- 
suade Congress to vote to stop almost all 
further increases in textile imports. A bill 
passed by the Senate last week, and a similar 
measure approved by the House of Repre- 
sentatives last year, would restrict increases 
in imports of clothing and textiles to 1% a 
year, the rate at which the American market 
is growing, and would freeze shoe imports at 
their 1987 levels. Country by country, the 
government would set and police the quo- 
tas. The bill makes the Multi-Fibre Arrange- 
ment, which it seeks to supersede, look like a 
free-trade charter. 

To gain backing for the bill, Senator Er- 
nest Hollings of South Carolina, the bill's 
sponsor, constructed an ingenious appa- 
ratus of carrots and sticks. He won the sup- 
port of farm-state senators by promising 
some relaxation of the provisions for coun- 
tries that promise to increase their imports 
of American farm products (take more of 
our grain and we'll take only slightly less of 


Cutting costs according to quotas 


your cloth). And he found a way to pay for 
the expensive loss of revenue from tariffs 
(about $500m) by suggesting that the gov- 
ernment should auction off 20% of the quo- 
tas to the highest bidder. 

Fortunately for the consumer, this poi- 
sonous package is destined to fail—at least 
this time. Having been passed by the Senate, 
by 57 votes to 32, the bill must go to a con- 
ference to be reconciled with the House's 
version. But the bill's opponents, chiefly 
Senator Bob Packwood of Oregon and Sen- 
ator Dan Evans of Washington, aim to keep 
it bottled up in the Senate's arcane proce- 
dures until time runs out in October, when 
the Senate will be in recess. Even if it 
reaches the conference, the House may re- 
sist the Senate version: most House mem- 
bers find the sop to the farm states exces- 
sive. And even if it emerges from the 
conference, the bill faces President Reagan's 
certain veto, which neither the Senate nor 
the House has shown itself ready to over- 
ride. 

Quite why the textile industry needs a 
bill of its own has never been obvious. It is 
even less so in the wake of the trade bill 
passed this year by Congress. As if to rein- 
force the point, on September 14th the ad- 
ministration received the first petition 
brought under the new trade act for action 
to prise open a foreign market. It comes 
from the country's rice growers and millers, 
and is neatly timed for maximum political 
embarrassment. 

The trade act gives the United States 
trade representative, Mr Clayton Yeutter, 
45 days to accept or reject the petition for 
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sanctions against Japan: 45 days from now 
brings him perilously close to the presiden- 
tial election. If Mr Yeutter refuses to act, he 
will hand the Democrats a handy issue for 
the hustings. 

It is not that the rice growers are all 
Democrats, but they want to apply as much 
pressure as they can. Rice is grown in Texas 
and California, two states critical to elec- 
toral success. Rice is also the citadel of Japa- 
nese protectionism, selling at up to ten times 
the world price in Japan and occupying a 
symbolic place in Japanese minds. Confin- 
ing Japanese consumers to domestic rice 
costs them about $28 billion a year, say 
America's growers. 

Under the petition filed by the rice in- 
dustry, Mr Yeutter, whose policy has been 
one of negotiation with the Japanese over 
rice, must now determine whether Japan's 
policy towards rice breaks a trade agree- 
ment, is unjustifiable, unreasonable or dis- 
criminatory. Since it is all of these, he will by 
law have to act. Act means retaliate with tar- 
iffs against Japanese goods. Trade wars, here 
we come. 





Hispanics 


More people than 
power 


RE Hispanics regaining by force of num- 
bers what they lost by war? Large parts 
of the United States—notably what is now 
California and Texas, but also Nevada, 
Utah, New Mexico, Arizona and parts of 
Colorado and Wyoming—were acquired by 
conquest from Mexico in the nineteenth 
century. The Mexican-American inhabit- 
ants of these territories have been in a mi- 
nority ever since. They still are, but the lat- 
est figures show that it is a fast-growing 
minority. 

The Census Bureau reckons that 
in March this year 12.1m Americans 
were of Mexican origin. Another 
7.3m were of different Hispanic an- 
cestry: Puerto Rican, Cuban, Span- 
ish, or Central or South American. 
Together their numbers have in- 
creased by 34% (4.8m) since the most 
recent census, in 1980, so that they 
now comprise more than 896 of the 
population of the United States. 

Roughly half of the increase is 
attributable to natural increase, half 
to immigration. Hispanics have high 
fertility rates, more typical of Latin 
countries than of the United States. 
This differential is common among 
migrants who have left a poor coun- 
try for a richer one. It usually disap- 
pears as the group adopts the habits 
of the majority. High fertility, how- 
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Start of the reconquest? 
US Hispanic population 


By country of origin, % 
Total, March 1988: 19.4m 


OK by them in America 


ever, has persisted for decades among His- 
panics in the United States. And immigra- 
tion, despite every effort to discourage it, 
has increased. If both continue at or near 
present levels, Hispanics will outnumber 
blacks in the first decade of the next 
century. 

The Hispanic presence is already felt 
strongly in certain states. More than a third 
of New Mexico's population is Hispanic, for 
instance. The big concentrations, however, 
are in California (which is home to 34% of 
the United States’ Hispanics) and Texas 
(home to 21%). In each of these states nearly 
a quarter of the population is Hispanic. 
Signs, forms, ballot papers and other official 
documents in Spanish have become com- 
monplace. Spanish-speaking radio and tele- 
vision stations have proliferated. It is 
thought that almost a third of the children 
in California’s schools will be Hispanic this 
term, putting Anglos (non-Hispanic whites) 
in a minority, albeit the largest one, for the 
first time. 









Celebrating September llth-17th 
National Hispanic Heritage Week, Preside... 
Reagan spoke of "the important role" His- 
panics play in American life. In reality, this 
role is still small by comparison with their 
numbers. Hispanics remain poor (no richer 
than in 1980), disproportionately likely to 
be unemployed (unless they are of Cuban 
origin) and ill educated (though less so than 
before). They are also less likely to vote than 
other Americans. 

That helps to explain why Hispanics 
have yet to gain much of a political voice. In 
California, for instance, only about one His- 
panic in four voted in 1986, Many—per- 
haps a third of the total—were ineligible be- 
cause they were illegal immigrants. Even so, 
given that some parts of the state have high 
concentrations of Hispanics, more might 
have been expected to be elected to office. 

One reason for their absence is that 
constituency boundaries in some places 
have been deliberately drawn to exclu? 
them, and other minorities, from pow 
Los Angeles County, whose officials 
are the main local government for the 
barrio of East Los Angeles (outside 
the city of Los Angeles), is a case in 
point. The Justice Department filed a 
suit this month claiming that the rea- 
son no Hispanic, and no black or 
Asian-American, has ever been 
elected to a Los Angeles County of- 
fice is chat the voting districts have 
been carefully devised with just that 
end in mind. 

Gerrymandering, however, can 
play no part in a presidential election, 
and a total population of 19.4m is too 
big for any national candidate to ig- 
nore. Hispanics will be wooed espe- 
cially vigorously not just in California 
and Texas but also in New York, 
where they make up 1296 of the popu- 
lation, and Florida, where they num- 


ber 1.5m. Both Mr Michael Dukakis 
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| : Sen yd Bent- 
sen, ek fluent Spanish, Mr Dukakis 
learnt his as.a student in Peru, Mr Bentsen 
his while growing up in south Texas. They 
hope to win an even bigger share than usual 
of the Hispanic vote, some two-thirds of 
which generally goes to the Democrats. 

Mr George Bush, however, will get some 
Hispanic support, Cuban-Americans, con- 
centrated in southern Florida and a few 
other places such as Union City, New Jersey, 
are fiercely Republican. President Reagan 
has recently appointed a Hispanic, Mr 
Lauro Cavazos, to be his secretary of educa- 
tion, an appointment that Mr Bush, should 
he win in November, might well renew. And 
because one of Mr Bush's sons is married to 
a Mexican-American, he can exploit the fact 
that he is grandfather to three Hispanic chil- 
dren (so long as he does not repeat his un- 
fortunate reference to them last month as 
"the little brown ones"). 

Yet the potency of Hispanics in the elec- 
uon remains doubtful Despite the an- 
nouncement of a $2m voter-registration 
campaign in California, the Democrats have 
done little to mobilise Hispanic. support 
there and the deadline for registration is but 
three weeks away. Many Hispanics are sim- 
ply not accustomed to taking part in poli- 
tics: they may be more accustomed to turn- 
ing for help to the Roman Catholic church 


_ than to political institutions. 


In this they are different from oder 
large groups of immigrants to America. Hav- 
ing crossed no great ocean to reach Ameri- 
can shores, and needing to cross none in or- 
der to return to Latin America, many see no 
need to make the kind- of commitment to 
their host country that immigrants to Amer- 
ica have traditionally made. Many speak no 
English, and many turn their back on educa- 
tion, the traditional immigrant's ladder to 
success: the school drop-out rate is high for 

“ispanics, even among those who. come 
om relatively prosperous middle-class fam- 


ilies. The political quiescence of Hispanics is _ 


therefore likely to continue for a while: But 
their fast-growing numbers will ensure that 
it does not last for ever. 





Cigarettes 
Fire without 
smoke 


win does a company do when, on 
top of a steady decline in demand for 
its product, public opinion turns actively 
hostile, limiting, or sometimes actually out- 
lawing, consumption? RIR Nabisco, the sec- 
ond largest maker of cigarettes (it was re- 
cently overtaken by Philip Morris), . 

fighting back with a new “smokeless” tee 
rette, called Premier. Its appeal i is due to o be 


e copi veri and better of of than i in most 

merican towns and so may be willing to 
pay 25% more for a cigarette that produces 
only a une of smoke or ash, causing, it is 
hoped, less offence to non-smokers, But 
launching a new cigarette in today’s climate 
of disapproval requires finesse. The com- 
pany is advertising i its Premiers as "a cleaner 
smoke,” the furthest it dare go. 

Were it to suggest that Premiers are 
safer than other cigarettes, its own hopes 
might go up in smoke. This is because the 
claim would give the Food and Drug Ad- 
ministration (FDA) the right to examine its 
validity; if it found the claim unwarranted, a 
ban on sales could follow. Although the new 
cigarettes do not produce tar and may there- 
fore do less damage to the lungs than other 
cigarettes, RJR dare not say so. 

Advertisements for Premiers, the com- 
pany.says, will concentrate on giving the 
facts about this "technological break- 
through”. The cigarette has a carbon tip 
and "flavour beads", which contain most of 





the nicotine, inside an aluminium casing. A 
Premier will take a bit longer to light up 


than an ordinary cigarette and a good-qual- 
ity butane lighter is recommended. 
Despite all this restraint in advertising, 


the FDA has been asked by the American 
Medical Association and the Coalition on 


Smoking and Health to assert jurisdiction 
over the smokeless cigarette. It has not yet 
completed its investigation. 

Even if the decision goes against RJR, the 
tobacco companies will hardly be left reel- 
ing. Although domestic demand has been 
dropping, some 50m Americans continue to 
smoke (spending more than $33 billion a 
year on tobacco) and overseas sales are ris- 


ing sharply. Profits are at an all-time high 


and so are profit margins, partly because of 
automation and partly because selling príces 
have gone up. High profits have enabled the 
tobacco firms to diversify into other indus- 
tries: insurance against the day when selling 


cigarettes ceases to be profitable—or legal. 


Curiously, that day has receded since 
June, when a jury in New Jersey awarded 
$400,000 to the widower of a woman 
smoker who had died of cancer. This was 
the first time that any jury had found against 
atobacco company. But the jury did not give 
the plaintiffs all they wanted, arguing that 
the dead woman had persisted in smoking 
after cigarette packets were required to carry 
a government health warning. The jury's 
finding on that issue was a sad disappoint- 
ment to the doctors whose goal is to drive 
cigarettes off the market. | - 

Still, they continued to. hope oai the 
New Jersey case would encourage other suits 
against the tobacco companies. But in the 
three months since the decision only one 
new case has been filed and 11 have been 


F dropped. The. New Jersey case may have 














‘shown that à a case scauld bey won, i büt it 















showed how hard, long and expensive st 
litigation would be. Even while the j jury 
New Jersey was pondering its verdict, ot 
juries were handing victories to the toba 
companies. The number of suits that ar 
pending against them now stands at 83i i 


March 1987 it was 152. 







































































Divorce 


Suffer the little 
children? 


ALIFORNIA, often a harbinger of na- 

tional trends, has done an about-face 
in the way it believes children in divorce 
cases should be dealt with. No longer, ac 
cording to new legislation passed by th 
state legislature in August, will the stat 
courts give a preference to joint custody 
children in divorce settlements. Govern 
George Deukmejian i is expected to sign t 


bill. 

Since 1979 California has been to t 
fore in persuading divorcing parents. 
bring up their children together. The cou 
have had a mandate to encourage joint-c 
tody arrangements in which children . 
brought up in both parents' homes (at leas 
a third of the time in each home, adis 
to one definition). 

No figures exist to show how many su 
arrangements are made, but one study h 
found that ín two Californian counties 18 
of divorce cases ended with joint custody: 
ing adopted voluntarily. The arrangemei 
are not as common ín the country as a whi 
(there were only 223 cases of them out 
2,673 divorces in New Hampshíre in 19 
for example), but they are becoming mo 
common. The theory behind joint custo 
is that it is in the children's interest to hav 
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both parents involved in their upbringing. 
Nonetheless, it is a theory that critics say has 
not been well tested. 

California's about-turn comes in re- 
sponse to fears that the courts may be en- 
couraging joint custody without knowing 
what it is really doing to the child. Some 
horror stories are known. In one decision a 
nursing mother was told to bottle her milk 
for her baby when it was staying with its fa- 
ther. In another a school-age child was or- 
dered to spend one week a month in north- 
ern California and three weeks a month in 
southern California. But few systematic 
studies have been undertaken. 

An exception appears to have spurred 
the legislature on. A Californian group, the 
Centre for Family in Transition, reported in 
March on the effects of custody on children 
in the first two years after a divorce. The 
group found that when a divorce had been 
fairly amicable, custody appeared to have lit- 
tle effect on the child’s psychological state. 
In divorces that were contested and bitter, 
however, children were worse off psycholog- 
ically when a court had ordered or urged 
joint custody than when it had ordered the 
child to be handed over to the mother or 
father. The children were living alternately 
with two people who could not abide each 
other. 

Some 11m families in America contain 
at least one divorced parent, and each year 
more than 1m children go through their 
parents' divorce. Some of them might be 
better off if joint custody went out of 
fashion. 





National parks 


Live and let die 


YELLOWSTONE, WYOMING 


HEY darkened the sky in Denver and 

coloured the sunsets in Chicago. They 
sent billowing thunderheads of heat and 
smoke 20,000 feet into the air of Wyoming. 
They destroyed more than 100 houses in 
California. The great fires of 1988 have con- 
sumed about 5m acres of forest in the Rock- 
ies and Alaska, burning the equivalent of at 
least 100 billion gallons of petrol. In Yellow- 
stone, the oldest of America's national 
parks, about 900,000 acres have been af- 
fected by the fire. 

Those figures exaggerate the disaster. 
The North Creek fire, which burned the 
forest around the Old Faithful geyser, was 
the park's most damaging. Yet the area af- 
fected is by no means "lost". It is a patch- 
work in which about a third of the forest is 
untouched, a third lightly burned by fast 
moving fires that left most of the trees alive 
and consumed only the ground vegetation, 
and a third utterly blackened by fierce fires 
which burned tree-tops and all. 
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Elk will bethe nextelctins 


Most of the fires began in June and July 
but burned only slowly until August 20th, 
"black Saturday", when hot winds spread 
them to about 150,000 acres of the park. 
From then until September 10th, the fires 
were so out of control that firemen did little 
more than try to protect life and property. 
On September 10th, fearing that they could 
not even do that, the authorities evacuated 
several more towns including Mammoth 
Hot Springs, the park’s headquarters. That 
night the wind turned north and by morn- 
ing it was snowing. Relief at last. 

People are looking for somebody to 
blame. Congressmen relish the thought of 
months of news-attracting committee hear- 
ings. The local people, who left their homes 
and businesses and face the prospect of few 
tourists next year, are furious with the park 
service. The park's superintendent, Mr Rob- 
ert Barbee, is no less furious with his critics: 
"Anyone who thinks planned burns would 
have prevented the present fire problems is 
chewing lotus seeds," he says. Mr Donald 
Hodel, the interior secretary, anxious not to 
go down in history as the first man to lose a 
national park, has chewed lotus seeds and 
blamed the park's policy. 

The part of that policy most criticised is 
"let-burn": the national park's habit of al- 
lowing fires that have started naturally (by 
lightning, for example) to burn themselves 
out. Let-burn is not to blame. Given the 
desiccation of the forest by months of 
drought, Yellowstone was bound to burn 
this summer. The twigs in the park had an 
average moisture content of 296, compared 
with 1296 for typical kiln-dried wood. Out- 
side the park, where most of the fires 
started, let-burn is not the policy. Of the 13 
fires that reached the park and surrounding 


forests, the authorities tried to fight eight of 
them from the start, and failed. "Spot" fires, 
caused by burning embers carried up in the 
smoke, were breaking out up to a mile and a 
half ahead of the fires, making a mockery of 
the firemen's puny firebreaks. 

Other policies are more to blame. For 
100 years—from 1871, when forest fires 
killed 1,500 people in Wisconsin, until 
1972—the national parks and the Forest 
Service had a policy of stamping out all fires. 
The fire-extinguishing dictums of Smokey 
the Bear were drummed into every child. As 
a result, the dead wood that fuels forest fires 
gradually accumulated. Without fires, dead 
wood accumulates in the forest at a rate 
equivalent to 300 gallons of petrol per acre 
per year. The longer the forest remained un- 
burned, the worse the eventual fire would 
be. And so it proved. 

Whatever happened, the fuel in the for- 
est would eventually be burned. lt could 
have been burned deliberately. Settir 
“back fires” in spring and autumn to reduce 
the danger of wild fires in summer is a tech- 
nique forest managers regard as essential in 
the west. But the National Park Service's 
policy of natural regulation—no interfer- 
ence with nature—means not setting fires 
deliberately. So 100 years of kindling piled 
up awaiting a match. 

Yellowstone's fire will not be repeated 
on the same scale for many years: the fuel 
has been consumed. But another disaster is 
in the making, which is also the conse- 
quence of imposing "natural regulation" af- 
ter 100 years of mismanagement. The disas- 
ter concerns the park's 50,000 elk. 

Just as fires used to keep dead pines un- 
der control, so wolves used to keep elk un- 
der control. When the wolves were extermi- 
nated, the elk increased until they began to 
overgraze their range, eating out the aspen 
and willow on which other species like bea- 
ver and deer depend. The elk began *- 
starve, often rather conspicuously. So in tl 
1960s the park service stepped in where the 
extinct wolves could not and started shoot- 
ing elk, also rather conspicuously. Protests, 
and public hearings, followed. 

The interior secretary stopped the kill- 
ing. The result is that the numbers of elk 
have grown again to unprecedented levels. 
They are ripe, like the fuel in the woods, for 
a natural disaster. One harsh winter, exacer- 
bated if it comes this year by the destruction 
of grass and shrubs by the fires, will cause 
thousands of elk to wander into West Yel- 
lowstone and die horribly, probably in front 
of television cameras. The public will clam- 
our for them to be fed. They will be. 

Natural regulation will probably be one 
casualty of this summer's fires. Mr Hodel 
said as much on his visit to the park on Sep- 
tember 10th, when he spoke of revegetating 
Yellowstone by planting trees—to keep the 
tourists coming next year. 
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THERE IS NO WEAPON MORE COSTLY 
THAN ONE WHICH CAN'T FIGHT AT NIGHT. 





The movement of armor under Hellfire missiles knock out any weapon. Air-to-air missiles will | 
the cover of darkness and in bad known armor. Apache flies nap of provide n new combat. capability. 
weather is a time-proven battle the earth, using the terrain itself Anew fully i nte grated cockpit. 
tactic. The defending force which as well as electronic jammersto with multifunct tion displays CHE 
ignores this reality of combat forfeits hide from radar. Virtually invisible plus state-of heart flig it 
perhaps the only opportunity to ^ toheatseeking missiles, Apache — controls, communication and 





defeat the advancing threat. moves undetected to strike navigation systems—all will - 
intruding forces. increase crew and combat 
No light is no problem. p effectiveness. 





The AH-64 Apache is the only and tomorrow. — Apache is an aircraft with A 
anti-armor helicopter available ‘Today's pong isa formidable proven performance and reliability. - 
today at any cost which can fight ^ weapon system, built to survivethe ‘To procure a combat helicopter 
day and night as well as in bad fight and to be easily maintained — with less than Apache's defensive 
weather. Its advanced avionics on the battlefield. Enhancements capability is to deny the reality of- 
seek out, identify and lock onto now under way will make the moder combat requirements. 
distant targets. Laser-guided Apache an even more potent That would be "- 





Apache ov owns the night—for d - " money than your re led to believe. 
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| tive venture could ee new jobs and enhance 
the development of new technologies. Apache is 
available now, with more combat capability 
than any other helicopter. In fact, as today’s 
only anti-armor helicopter built for around- 
the-clock operations, Apache has 
no competition — at any cost. 


The Apache's flyaway cost is 391 8 million U. S.). 
That's the average unit cost reported by the U. 3. 
Department of Defense for deu of. 
675 aircraft through fiscal year 1989. 
Collaborative Apache production could 
bring substantial benefits to any 
participating country. Á coopera- 











“We plan for the 
long term. [hats 
why we used an 
IBM system from 

aaa the very 

f first day.” 









In January, 1987, five managers sat down to 
establish AMP Manufacturing Taiwan Ltd. 
Within only eight months, AMP Taiwan was 
a state-of-the-art manufacturer, turning out 
high-tech products using the most advanced 
production controls. A major reason AMP got 
there so quickly was because one of the 
| .. management team's first calls went to IBM. 





AMP is one of the odd m producers 
of electrical and electronic. connecting devices. 


— .. Its products are used in the manufacture of 


everything from computers to automobile 
electronics, AMP is also a worldwide partner 
of IBM. When AMP decided to set up in 
Taiwan, IBM mobilised all possible resources 
to get a computer system in place before 
production began. 


IBM met with AMP to plan the installation 
of an IBM System/38. And when AMP 
adapted specialised IBM software for 
inventory and production control from its 





















“We keep close contact. — 
Anytime we call IBM, 
they have people here t 
quickly” — — a c 


other plants, IBM helped them tailor it to. E 
their needs. Through. education and: un 
IBM made sure AMP's system was ready in 
time. and that its staff was prepared. to ü 


it. 














The system enabled AMP to redare. start-up 
time and achieve more efficient operations. It 
expects to double volume by the end of. the z : 











intr ulus their T 
organisation. Now we 


deal with customers.” ear 












year. AMP and IBM are now. working i to slink 
the Taiwan plant to sales offices throughout 
the region. With this kind of IBM support, 
AMP is confident the results they’ve seen. d 
from day one will continue for the long term. 
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INTERNATIONAL 


The struggle behind South 


Africa s smile 


FROM OUR SOUTH AFRICA CORRESPONDENT 


HE weather moved in mysterious ways 
this week. On September 14th a hurri- 
cane swept across Jamaica. On the same day 
a storm forced the aeroplane which was car- 
rying the Pope to Lesotho to land in South 
Africa, which he had scrupulously excluded 
from his itinerary to register disapproval of 
apartheid. According to the South Africans, 
esotho then invited their commandos to 
aeal with the hijackers of a bus carrying pil- 
grims to see the Pope. The paradoxes did 
not end there: when the Pope touched down 
in Johannesburg, South Africa's President 
P.W. Botha had just got back from visiting 
two of his black neighbours. 

One of Mr Botha's destinations was Ma- 
lawi, which is habitually friendly to South 
Africa. His meeting with President Joaquim 
Chissano, the leader of nominally Marxist 
Mozambique, was more remarkable. It was 
not, however, the first occasion of its kind. 
In March 1984 Mr Botha held talks with Mr 
Chissano's predecessor, Samora Machel, on 
the banks of the Nkomati river, and signed a 
non-aggression pact between the two coun- 
tries. This week's meeting seemed to go well 
too. During the talks, Mr Chissano accepted 
an invitation to visit South Africa. 

This is not necessarily the sealing of a 
fast friendship. Mozambicans do not re- 
member the Nkomati agreement with un- 
qualified gratitude. In 1985 their govern- 
ment captured a diary kept by a secretary of 





Mr Afonso Dhlakama, leader of the rebel 
Mozambique National Resistance, usually 
known as RENAMO. It showed that the 
South Africans were breaking the pact by 
continuing to arm RENAMO. The following 
year President Machel died when his aircraft 
crashed just across the border in South Af 
rica. The Mozambicans suspected their 
neighbours had killed him. 

Still, President Botha may be changing 
the way he runs his foreign policy. Since the 
beginning of August he has withdrawn his 
troops from Angola, promised to take them 
out of Namibia, and allowed his dovish for- 
eign minister, Mr Pik Botha, to hint that 
South Africa might sign the nuclear non- 
proliferation treaty. The Angolan pull-out 
owes much to the failure of South Africa's 
campaign there last winter. No such weak- 
ness binds Mr Botha to the promises he is 
offering Mozambique. Yet Mozambique has 
been laid so low by rebels, bad weather and 
misgovernment that South Africa can 
hardly destabilise it further. South Africa 
has much more to gain from discouraging 
the West's sanctions lobby. Helping Mozam- 
bique is one way of doing that. 

In January South Africa agreed to help 
revive the huge Portuguese-owned Cahora 
Bassa dam in Mozambique. The dam was 
built to supply South Africa with cheap elec- 
tricity, but none has been delivered since 
1983 because RENAMO has sabotaged the 


Chissano was ready. P.W. swore he was serious this time 
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power lines. In April Mr Botha allowed Mo- 
zambique to reschedule its repayments of 
the R26m ($11m) it owes South Africa. He 
has promised to help protect the lines from 
the rebels he had recently backed. 

The new mood, if it lasts, could have an 
impact not just on South Africa's neigh- 
bours but on its own black people too. It 
help the ebullient foreign minister, Mr Pik 
Botha, who would like to become president 
when his 12-year-old boss and namesake re- 
tires. In 1986, when the foreign minister 
speculated aloud that a black South Africa 
might become president one day, he wa : 
ticked off by President Botha for saying suc h 
a thing. That encouraged the other main 
contender for the presidency, the defence 
minister, Mr Magnus Malan, who makes no 
pretence to liberalism. 

At this week's meeting between Messrs 
Botha and Chissano, the Mozambicans pre- 
sented gifts to both Bothas. They claimed 
they had accidentally left behind the gift 
meant for Mr Malan, who was also on ha 
True or not, Mr Malan often finds himself 
overlooked now that his boss has taken to 
diplomacy. 

Only a year ago, South African troops 
were moving deep into Angola and Mr Ma- 
lan was issuing dark warnings to the heads | 
of neighbouring states, including Mr 
Chissano, about the dangers of supporting. 
apartheid' s enemies in the African Nation: Ti 
Congress. He seemed to be running his own 
foreign policy—until his Angolan offensive 
ran out of puff. Now it is Mr Pik Botha's 
diplomacy that seems to be doing well. The 
foreign minister is a smooth talker. » ha 

Too smooth, say many of his National 
party colleagues in parliament. Many dis- 
trust him. But his rivals for the presidency 
have their problems too. A year ago 
heir-apparent seemed to be Mr F. W. de 
Klerk, the minister of education and, more 
important, the National party boss in the - 
Transvaal province. But his white 
Transvaalers have deserted en masse to the 
far-right Conservatives since last year's gen- 
eral election. The election also wounded a 
contender on his liberal flank. The minister: 
of constitutional development, Mr Chris 
Heunis, almost lost his seat in parliament to 
South Africa's former ambassador to Brit- 
ain, Mr Denis Worrall. 

Mr Malan has been poisoned by diplo- 
macy. He is unlikely to have enjoyed this 
week's foray into black Africa. But if diplo- - 
macy gives way to South Africa's more fa- 
miliar policy of bullying its neighbours, his - 
star may rise again—and the first to fall will 
be the foreign minister's. 
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Hostages in Lebanon 








R RUDOLF CORDES, the West Ger- 
man who stumbled out of captivity 
and into the Beirut night on September 
12th, has the Gulf-war ceasefire and a trial 
in West Germany to thank for his release. 
- The 13 westerners still held in Lebanon can 
- glean a little hope, but not much, from his 
. good fortune. 
— A young Lebanese, Mr Muhammed Ali 
 Hamadei, was arrested in Frankfurt in Janu- 
ary last year. The Americans wanted him ex- 
tradited so that he could be tried in the 
United States for his role in the 1985 hijack- 
ing of a TWA airliner to Beirut. A few days 
„after his arrest, Mr Cordes, a sales represen- 
tative of Hoechst, and Mr Alfred Schmidt, 
an employee of Siemens, were kidnapped. 
- (Their kidnapper, Mr Hamadei's brother, 
later made the mistake of visiting West Ger- 
‘many; he is now in prison there.) The West 
_ German government was warned that, if it 
valued their lives, Mr Hamadei should not 
be extradited. He was not. 
= Mr Schmidt was released a year ago. 
The talk was that Siemens had paid $3m for 
- him; and the kidnappers said that they had 
been given “guarantees and assurances" by 
the West German government—which was 
taken to mean a promise not to extradite Mr 
 Hamadei. The unfortunate Mr Cordes was 
kept in custody. Most observers reckoned 
his kidnappers were hoping to use him to 
bargain over Mr Hamadei's future. 
— Mr Hamadei, however, made a theatri- 
— cal confession in court a month ago. Some 
- hostage-watchers believe that, since he had 
- thus convicted himself, his colleagues saw 
little point in holding on to Mr Cordes. 
Others believe that a deal was done and that 
= Mr Hamadei will be quietly released after his 
conviction. 
—— The West German foreign minister, Mr 
Hans-Dietrich Genscher, said Syria and Iran 
helped. Syria has been trying to clear Beirut 
-of hostages to prove its power over the war- 
. ring Lebanese. Iran, which has had better re- 
ations with West Germany than with 
France, Britain or America, added its voice. 
. Since the Gulf-war ceasefire was agreed to 
last month, Iran has been making an effort 
. to spruce up its reputation. West German 
officials say the negotiations speeded up no- 
 ticeably when the fighting stopped. 
With all the West Germans now out, 
. and with three French hostages released af- 
. ter their government did a deal with Iran in 
— May, most of the remaining westerners held 
-in Lebanon are American and British. Their 
chances depend partly on how much the Ira- 
nians can do. It seems that while some of the 
gangs of kidnappers are controlled by the 
Iranians, others are less compliant. Rumour 
— has it that the Iranians had to extract Mr 




























One who got away 





Cordes from the clutches of another of Mr 
Hamadei’s brothers, who is high up in 
Hezbollah, the terrorist "Party of God", be- 
fore he could be set free. 

Is Iran willing to help? Britain, a minor 
Satan, hopes that it will try. The British and 
Iranian governments have been making 
friendly noises at each other, and a senior 
British diplomat is now touring Iran. Early 
this month, the Iranian foreign minister, Mr 
Ali Akbar Velayati, said his government 
would do its best. 

The Great Satan is gloomier. The Irani- 
ans have suggested that captive Americans 
would benefit if Iranian assets frozen during 
the occupation of the American embassy in 
Tehran were released; but after the embar- 
rassment of the Iran-contra affair, the Rea- 
gan administration shouts its determination 
not to make deals. Still, the Iranians seem to 
enjoy taking part in other countries’ elec- 
tion campaigns: they kept the American 
hostages in Tehran long enough to help Mr 
Jimmy Carter lose the presidency, and 
France's hostages were released just before 
its presidential election. Perhaps the Irani- 
ans are planning something for November. 
Who would the Ayatollah vote for? 





Iran 


owing to the right 


O FAR, the man who persuaded 
Ayatollah Khomeini to end the Gulf 
war, Mr Ali Akbar Rafsanjani, is having a 
good peace. The Speaker of Iran's parlia- 
ment and acting head of the armed forces is 
generally considered a "moderate": a be- 
liever in social democratic policies at home 
and the restoration of Iran's links with the 
West. Recent events inside Iran suggest that 
Mr Rafsanjani is making progress on both. 
One sign is the discomfiture of the 
prime minister, Mr Hussein Moussavi, who 
is a firm radical. Mr Moussavi resigned on 
September 5th because he feared that the 
newly elected parliament was going to reject 
up to eight of his cabinet nominees. Iranian 
politicians frequently submit theatrical res- 
ignations so that they can be reinstated to 
applause. Reinstated he was, but without ap- 
plause: Ayatollah Khomeini told him to 
stop complaining and to get on with the job. 
In the event, parliament let Mr Moussavi off 
relatively lightly. It struck down only three 
of the 21 ministers he presented. Last time it 
threw out five. 
Even so, the voting for the cabinet on 
September 12th showed a marked tilt to- 


wards ministers favouring Mr Rafsanjani's 





line. The polished, 
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American-educated for- 
eign minister, Mr Ali Akbar Velayati, got 
the highest vote. The anti-western interior 
minister, Mr Ali Akbar Mohtashemi, a 
hardliner once billed as an emerging rival to 
Mr Rafsanjani, barely scraped through. The 
minister for the Revolutionary Guards, Mr 
Mohsen Rafiqdost, was one of those 
dropped. The rebuff to the radicals is par- 
ticularly striking because Ayatollah Kho- 
meini had taken their side during the elec- 
tion in the spring, and the new members of 
parliament were thought to be more left- 
wing than their predecessors. 

Mr Moussavi's fit of pique may have 
been connected with Ayatollah Khomeini's 
suggestion in August that the government 
should relax its controls on imports. Mr 
Rafsanjani said last month that Iran should 
accept some western help in its postwar re- 
construction. Moves like these, argues Mr 
Moussavi, would betray the ideals of the 
revolution. He has similar reservation 
about ending the Gulf war: on Septembe. 
| Ith he declared that “a large portion of the 
masses” had initially felt "rather indignant” 
about the decision. 
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Moussavi was told to stay 


Other changes could follow. Ayatollah 
Khomeini has proposed giving a committee 
of "state leaders" responsibility for the re- 
construction programme. This would al- 
most certainly reduce the role of parliament, 
and of the various bodies that are supposed 
to oversee its decisions. Further evidence of 
a move to concentrate executive-power in 
fewer and less radical hands comes in a bill 
to combine the armed forces and the Revo- 
lutionary Guards under one ministry. Be- 
fore the war ended, such a merger was ruled 
out, presumably on the ground that the 
Guards were needed to stiffen revolutionary 
backbones. How times have changed. 
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OR: many years, oe ca 's State Depart- so 
Ku rds. hc hive fled ; Across. he border to. 
the relative safety of Turkey. — 


ment accused the communist Vietnam- 


` ese of using chemical weapons in Laos and ~ t 
.. Kampuchea, The Americans. claimed to. io 
have samples of the poison, known as "yel — 
low rain", to prove it. Those samples, it sub- 
: sequently turned out, contained nothing > 


more incriminating than the excrement of 
bees. Having been caught out once, the 
Americans are now more careful about get- 
: ting their story right. 


_On September 8th. the Sire Depart 
-ment said that Iraq-had been using chemical — 
-weapons against its Kurdish rebels, and Oe | 


this was "abhorrent ànd unjustifiable” WA 
day later the Senate-voted to impose sanc- 


- tions against Iraq. Although the Senate bill __ 
iti is ded by x 





vill not become law unle 
he House of Representa 
President Reagan, it has alre 


salue quarter di a "millia ! 
Official estimates—took t 


Baghdad on August 11th to T4 Y 





 &ction of what they called "the Ameri 
Knesset” . The Knesset i is the name of Israel’s 





: The abrupt co TU of ti 
between the United Strate 
zle Iranian conspiracy the vho 

tinely blame America’s protraqi.“ "ti 

the final year of the Gulf war for 

ure to achieve victory. It 

Itaq' conspiracy. theori 

mettle e. One lraqi newspape 

ty’s al- Thawra, detected the. 
and the American Zionist lob 

“hue and cry” over the Kurc i 









- cause it is afraid of its military might. 


.. Traq is not alone in reacting this way. » do 7$ 
The council of the Arab League, which has - 4... 


21 Arab. countries as members, has de- 
nounced westérn criticisms. of Iraq: it ad- 


vised the American Senate to turn its atten- .. 
tion to Israel's actions against Palestinians in 


the West Bank and Gaza. Jordan's Crown 
Prince Hassan telephoned the Iraqi presi 


dent, Mr Saddam Hussein, to express Jorda- - 
.. nian anger over the "aggressive media came- j^ 
" paign which aims at hurting Itag and avert- "m 


ing world attention from Iraqi, victories." 


Kuwait’s defence minister called. he Senate : 


decision a Zionist-instigated witcl 
.. ^ No Arab state (except fo 
' emy, Syria) seems prepared to: 
America’s evidence against. Trag aight’ be 
convincing. Britain, which had been with- 
holding judgment, acknowledged on Sep- 
tember 12th that it looked "compelling". 

But the Americans, who spent a mon 
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The. testimonial evidence is. 


answer is likely to come unless the United 


_ Nations is able to send independent investi- 
.gators into the Kurdish heartland inside- 
Iraq. (Not likely: Iraq has already refused to 
let in a team from the Red Cross.) By then 
< the friendship between Iraq and America, 
` which flowered during the eight years of the 
.. Gulf war, may have become one of the first 
i € casua ties of the peace. i S 


S : dete po Pw rm inr v 
“dene to dsl 5 president. Fora a while Pr 


"Festival of Babylon' ” which: starts on. 


September 22nd. Iraq has spent ten years. 
and untold treasure disinterring and re“ 
constructing the 4,000-year-old Meso, 
-- potamian capital and its lofty castellated ' 


_ curious use of. iräq money ; durin itsi 





the country’s miscellaneous religious and 
ethnic groups. President Hussein por- 


 trayed them all as common heirs tò the. 
Ps ea adel 
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dosi dr Y Y THE standards of Argentina’ $ vas 
cumstantial. Many of the Kurdish refugees ...'. 
“telk plausible stories about chemical attacks. 
_ the Iraqis are said to have launched against 

them. À few have injuries that could have 


been caused by such attacks. No definitive . 


"Aires on September 9th was a small one 
:some 20,000 people gathered in the Plaza d 


have found it especially bloody: 76 peopl 
"were hurt (a handful af them badly) an 
“some cars and rubbish bins were burnt. Bu 
the worst civil disorder.since democracy re- 


look. likely to unseat President 


.' el'sancient past strengthens their claims. 
|. Moshe Dayan, the former Israeli defence. 

"minister, Wasia noted collector of antiq- 
C uities. ‘Israel excavated the hilltop fore. 


ted suitide rather than surrender to the 
“Romans; it has become a’ symbol of na- 

tional heroism. For many. years new ree. 
- cruits to the Israeli army have been taken. 
. there to swear that Israel will never: fall i 


E aid turned to Yemen, where his ances- 
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LJ bour movement, the rally in: Buen 


Mayo, under huge portraits of General Pe- 
ron and his second wife Eva, to cheer on a | 
strike. British football hooligans would not. 


turned to Argentina in 1983 has done invi 
ble damage. Although: the Peronists 





Alfonsin in the presidential elections 
fay, their efforts tc lpse their repu atii 








» der the place where the / 
he F Persians i in637.. E 
lussein's enthusiasm“ ^ 






















is are e alse ahdas bono 


ets, piod because they feel that Isra 


t 





tress of Masada, in which Jews commit- 












again; ; 
The. UAE has tes history; $0 | Sheikh 














the Marib Dam, which is mentioned in 


her country rich. 


mtr rerna oras nodal reef erre aged rrr iudei Munere prodr valle rra yr RR ei Rer gra NE tap rat rt I rp NAA EN 


"We've got over 200,000 customers who don't pay 


Our AFCO Credit Corp. subsidiary pioneered and became the insurance- 
industry leader in premium financing. Through flexible, specially tailored 
financing plans, AFCO allows insureds to afford the insurance they need 
when they need it. 





their premiums on time.” 


“That’s leadership." 


©1988, The Continental Corporatior 
180 Maiden Lane, New York, NY 100 


At Continental, we're focusing on excellence in products and service to 
achieve solid, profitable growth. In areas like premium financing. Ocean P Continental 
and inland marine insurance. Workers' compensation. In selected markets nsurance. 
with national brokers. Through our independent Circle Agents. Focusing on what we do best; 
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S * thuggery have taken a serious knock. when Peronist candidates lost in the 1983. ^ had plenty to strike about since the govern- 
hos Argentine unions are probably the elections. Now a reformed Peronist Justi- ment launched its latest austerity package in 

— strongest in the world. With 4m members in — cialist party has won back some influence August. On average, workers’ salaries buy a 

- its 156 affiliated unions, the General Con- — from the unions. quarter less than they did when President 
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sy 
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federation of Labour (CGT) is. the second 
largest in the Americas. More than 40% of 
Argentine workers belong to a union. New 
laws this year have boosted union power. 
They. endorsed collective — bargaining, 
recognised the CGT as the only union con- 
federation and gave the unions control of 
government spending for workers' social se- 
curity and welfare programmes. 

Ir has never been clear where trade 
unions stop and Peronism begins: at least 
8096 of unionised workers are Peronists of 
some stripe. The balance of power shifts un- 
easily between unions and party. The 
unions survived seven years of military rule 


- better than the outlawed party, but suffered 





The union movement is split into half-a- 
dozen alliances. The biggest, the so-called 
"62 organisations", forms the traditional 
link between the. party and the unions. It 
helped Mr Carlos Menem, governor of the 
province of La Rioja and an old-fashioned 
populist, win the Peronists' presidential pri- 
mary election in July. A "group of 25" in- 
cludes unions which supported the party 
president and losing candidate, Mr Antonio 
Cafiero. Another faction is led by Mr Saul 
Ubaldini, head of the CGT. 

lt was Mr Ubaldini who, against the 
wishes of many Peronists and fellow-union- 
ists, organised the general strike and rally on 
September 9th. Argentine workers have 








Alfonsin took office. Unemployment, at a 
recent Argentine high of over 6%, seems to 
be rising. But many union leaders advised 
against holding a rally that might degenerate 
into a riot and embarrass Mr Menem, whose 
chances of winning the presidential election 
next May have seemed excellent. The deci- 
sion to hold a second general strike on Sep- 
tember 12th caused more dismay. 

After the fracas of September 9th, Mr 
Ubaldini may come under pressure to tone 
his tactics down. The country’s politicians 
are so nervous that Peronist leaders met 
their Radical opponents five days later to 
talk about how to make the election cam- 
paign a peaceful one. 





Camp David plus ten years 


FROM OUR CAIRO CORRESPONDENT 


ident Hosni Mubarak took the place of 
the mercurial Sadat. The base of the trian- 
gle, the frail peace between Israel and 
Egypt, has often been strained but it has 
not yet snapped. 

Might it snap in the future? The Arab 


g r world tried to destroy the peace by expel- 
"t ling Egypt from the Arab League. The 
^ famously patient Egyptians, confident of 
" their status as the most important Arabs, 
t refused to budge. An Arab economic boy- 
A cott gradually collapsed. Most Arab states 
d. Egypt last year. 

a Inside Egypt itself, dissatisfaction with 
E" Sadat's peace persists. Egyptianscomplain 
F. that Camp David made America compla- 
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*Twas a famous handshake 


N SEPTEMBER 17 1978, in Mary- 
land's. Catoctin mountains, Israel's 
Menahem Begin and Egypt’s Anwar Sa- 
dat reached agreement on the Camp Da- 
vid peace accords. The tenth anniversary 


envisaged a period of “autonomy” for the 
Palestinians of the Israeli-occupied West 
Bank and Gaza, pending negotiations 
with Jordan on the final status of the terri- 
tories. Jordan declined to talk; their status 


cent. The danger of another full-scale 
Arab-Israeli war receded and American ef- 
forts to settle the Palestinian question lost 
their urgency. That left Israel free to in- 
vade Lebanon in 1982. For a while Egypt 
recalled its ambassador from Israel. 

Both Israel and Egypt occasionally bite 
the hand that feeds them. Israel does it 
better: it effortlessly brushed off a new 
American peace plan this spring. The 
Egyptians, for their part, have resisted 


| 
| 
restored full diplomatic relations with 
| 


while holding the United States partly to 
blame for their failure to achieve the pros- 
perity they expected in return for making 
peace with Israel. 


A of President Carter’s foreign-policy tri- ^ remains tumultuously undecided. Israelis fear that the long cold peace 
x umph was expected to pass largely unno- Camp David returned the empty Sinai with Egypt could one day degenerate into 

| ticed in Cairo this week, save for a small. peninsula to Egypt and created a triangu- cold war, and then possibly into a hot 
: protest meeting called by a leftist party. In ^ lar link between the United States, Israel — one. Neither country could easily afford 
1 most of the Arab world Camp David re-+ and Egypt. Never equilateral, this triangle -another wat, and neither stands to gain 
k mains a term of abuse. has grown increasingly lopsided. America from more fighting. But Egypt considers 


The agreement came in two halves. 
One, providing for peace between Israel 
and Egypt, gave birth to a formal peace 
treaty in 1979. The other, calling for "a 
resolution of the Palestinian problem in 

| all its aspects", was stillborn. Camp David 





sits at its apex, dispensing lavish aid to its 
twò great Middle Eastern allies. Egypt got 
$2.3 billion last year, Israel $3 billion. 
America's bond with Israel has grown 
closer since Camp David; its relations 
with Egypt became more sober when Pres- 
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itself part of the Arab world, if no longer 
its leader, and the Palestinian cause con- 
tinues to stir the passions of Arabs every- 
where. As long as Camp David remainsa | 
half-failure, the part of it that isa half-suc- | 
cess cannot be taken for granted. 


American pressure for economic reforms, 
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E by confusion over what thy actually do. 

` AS an overseas resident there a are definite advantages in investing 
‘offshore, but to quote the Observer. newspaper of 19th June 1988, “if one is 
gung to dine money à overseas the safesi rule is to stick to the funds run 
1 po the offshore arms of UK financial 
| institutions whose reputation and 


| standing are beyond dispute, 





_ Obviously, Barclays Bank and 
| "Barclays International Funds are 
| such institutions. 
; A wide choice 

We now offer 17 offshore invest- 
ment funds marketed from politically ` 
| vare Jersey im. the Channel Islands. 
Advisors to the funds are Barclays de 
: Ba Wedd Investment Management 





aii een Limited. who currently look aie 
investors funds to the ii i £12 billion. . 








We have funds in equities across four continents, major currencies, ES 


gilts and other fixed interest stocks. | 

We have funds for income or growth or both. 

| — Easy switching 

We offer total flexibility. You can easily switch from one fund to 
another to respond to fluctuations in world markets, > 

And you can start with as little as £1,000 or USS1,500, although 
we do offer special privileges to those investing £50,000 or U$$100,000 
or more. | 

Whatever amount you decide to invest, or whichever fund or funds 
you chose, with Barclays International Funds you will always enjoy one 
great benefit ~ peace of mind. Send the coupon today for more details 
without any obligation on your part. 
[ Send to: Richard Roberts, Barclays International Funds, Dept. E/9, PO Box 1 M 


1 Charing Crass, St Helier, Jersey, C.1. Tel: (0534) 73741. Please send me a copy of your ii 
new free brochure and details of your Special Cunard D Offer. 
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Nu These investments have nat i "o ido the Securities ‘Act oe 1933 a 5 United States 
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INTERNATIONAL 


. Chile 


oweet unity 


FROM OUR CHILE CORRESPONDENT 


ILITARY rule has left Chile's opposi- 

tion parties remarkably unscathed. 
When he took power in 1973, General 
Augusto Pinochet first banned the Socialist 
and Communist parties, then declared all 
political parties "in recess". The Socialists 
split into three factions. But the middle-of- 
the-road Christian Democrats and the con- 


 servative National party have survived in- 


tact, and the banned Communists have 
flourished underground. The opposition 
has formed a 16-party coalition to try to de- 
feat the general at the plebiscite he has 


E called for October 5th. 


The plebiscite is an unintended gift 


from Mr Pinochet to his opponents. It sim- 


ply invites Chileans to say yes or no to an- 
other eight years of his dictatorship; the par- 
ties can hardly disagree about that. On 
other subjects, too, they are less divided 


- than they used to be. Chile’s left-wingers 


have mellowed since the days of the Socialist 
President Salvador Allende, whose Marxist 
policies provoked the military coup. 

The symbol of opposition is Allende's 
14-year-old widow, Mrs Hortensia Allende, 
and even she proclaims that there is no hope 
of reviving her husband's policies. She is 
now planning to return to Chile after Sep- 


tember 18th and join the No campaign in 


the name of democracy, without joining any 
one party. Many left-wing exiles are on her 
side and may soon be back home campaign- 
ing alongside the Christian Democrats. 
Inside Chile, Mr Pinochet's opponents 
are similarly coalition-minded. One of the 
opposition's most visible leaders is Mr Ri- 
cardo Lagos. His Party for Democracy was 
originally formed by Socialists who wanted 
to put the restoration of democracy before 


socialism; its members now represent a 


* 


- broad range of opinion. The Socialist party 


itself honours Allende's memory but ac- 
knowledges his mistakes. 

There is moderation at the political cen- 
tre too. The executive secretary of the No 
campaign says its main aim is to calm down 
people who fear that a No vote will mean 
communism, and that No voters will suffer 


government reprisals. The government al- 


lows the opposition 15-minute slots on tele- 
vision, late in the evening; they are followed 
by 15 government minutes, which assert 
that a No vote is a vote for communism and 
chaos. The opposition has tried to keep the 
temperature down by avoiding the use on 
the air of gruesome pictures of torture. Even 
so, it went beyond the government's tacit 
limits in planning, for September 14th, to 
broadcast the testimony of a torture victim. 
The programme was banned. 











Hurricane Gilbert, the western hemisphere's fiercest this century, smacked into Ja- 
maica on September 12th and ground its way along the length of the island, tearing up 
houses, hotels and banana palms. A quarter of the population is said to be homeless. 
Moving at 10-15 miles an hour, with winds whipping round the storm's eye at 125-200 
miles an hour, Gilbert moved on to the Cayman Islands and then to Mexico's holiday 
resorts on the Yucatan peninsula. The government evacuated 70,000 tourists. By mid- 
week Gilbert, its winds picking up speed as it travelled, was threatening the oil industry 
in the Gulf of Mexico. Oil companies were moving workers off the rigs. 


Mexico 


Just remember 
who's boss 


FROM OUR MEXICO CORRESPONDENT 


HE presidency, said Mr Carlos Salinas 

de Gortari, is traditionally strong and 
will remain that way. He had to say that, 
having just been notified that his election as 
president of Mexico had been ratified by 
Congress. He went on to disprove the ru- 
mours that he intended to include some op- 
position politicians in his cabinet. 1 

Uncertainty is a novelty for Mexican 
politicians, used to everlasting rule by the 
Institutional Revolutionary party (PRI). 
Since the opposition's strong showing in the 
national elections in July, Mr Salinas has 
kept quiet while the Chamber of Deputies 
noisily disputed the validity of his election. 
Now the president-elect is trying to show 
who is in charge. 

He will not be the undisputed boss his 
predecessors were. Opposition leaders 
maintain that the PRI has been engaged in 
secret negotiations with the leftist National 
Democratic Front (FDN) about some deal de- 
signed to ease the passage of legislation 
through Congress, where the PRI now has 
only a slim majority. The talks seem to have 
come to nothing because the PRI refused to 
give either the FDN or the right-wing Na- 
tional Action party a hand in the more pow- 





erful ministries. 

Mr Salinas has not ruled out all co-oper- 
ation for when he takes over in December. 
He offered to work with the opposition to 
cope with Mexico's $103-billion foreign 
debt. But the debt is the favourite weapon of 
his chief opponent, Mr Cuauhtemoc Carde- 
nas, who asks why foreign loans are being 
repaid while Mexicans see their wages fro- 
zen and their living standards fall. Mr Car- 
denas demands a moratorium on payments, 
at least until the banks give Mexico easier 
terms. Mr Salinas promises to ease the del: 
burden without "confrontation that woul 
risk Mexico's stability". 

Charges of ballot-rigging caused uproar 
on September 7th-10th in the Chamber of 
Deputies, during the debate on Mr Salinas's 
confirmation. The PRI used its majority to 
bypass the orthodox procedure and dismiss 
allegations of ballot-rigging. The party called 
the election “scrupulously” clean. 

Outraged FDN legislators stormed the 
podium, punches were thrown and one dep- 
uty suffered a heart attack. Eventually the 
PRI forced through the confirmation with- 
out allowing Congress to scrutinise (as is its 
right) disputed results. The FON stormed out 
of the chamber, saying it did not want to 
legitimise Mr Salinas's victory by voting on 
it. The right-wing opposition stuck to its 
seats through an all-night session, and the 
election was ratified in the end by 263 votes 
to 85. Mr Salinas will be their president, but 
many Mexicans still do not believe he won. 
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HIGHLIGHTS OF 1988. 
HALF YEAR RESULTS 


(UNAUDITED) 
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EUROPE 


Dreams and nightmares of 


Greater Serbia 


A spectre is haunting the communist half of Europe—one that communism 
thought it had laid to rest: the passions of nationalism. Whether it comes 


from 


onians (0.4% of the Soviet Union’s population) or Serbs (36% of 


Yugoslavia’s), the challenge is severe. Consider the Serbs first 


F TITO were to rise from his grave in the 
garden of his villa in Belgrade, he would 
rub his eyes in disbelief. The staid federation 
e left behind has turned into a cauldron of 
ethnic strife. Populist politics has replaced 
the careful balances of region and national- 
ity worked out behind the scenes. The 
Serbs, Yugoslavia's largest national group, 
are particularly agitated. Egged on by Mr 
Slobodan Milosevic, Serbia's ambitious 
party boss, they have been staging mass ral- 
lies around the country for weeks to draw 
attention to their grievances. When Serbs 
get angry, other Yugoslavs get worried. 

Why are the Serbs so upset? Part of the 
reason is economic. All Yugoslavs are af- 
fected by the country's disastrous slide into 
debt and near-20096 annual inflation. But 
Serbia lacks the hard-currency earnings 
from tourism ànd workers' remittances that 
have helped to cushion other republics, no- 
tably Croatia and Slovenia. Serbia's indus- 
trial giants—including the Smederevo steel 
works, and the car plant in Kragujevac—are 
in trouble. Unemployment is particularly 
' igh in the Belgrade region. 

For Serbs the economic pain is 
minor compared with the wounds of 
history. First, there is Kosovo, theo- 
retically an "autonomous province" 
of Serbia but, since the 1974 constitu- ~ 
tion, in effect a mini-republic. Kosovo 
means a lot to every Serb. It is where 
the Serbian kings were crowned in 
the Middle Ages and where Serbia 
lost its independence to the Turks in 
the famous battle of Kosovo Polje in 
1389. Many Serbs emigrated from 
Kosovo in the five centuriés of Turk- 
ish rule. By the time Serbia had taken 
Kosovo back from the Turks in 1912 
and started recolonising it, the local 
Albanian population had grown— 
and it continues to grow. Serbs, 
barely 1396 of the province's popula- 
tion at the time of the latest census in 
1981, have shrunk to about 1096 be- 
cause of continuing emigration to 
Serbia proper. 
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The local Albanians say that the Serbs 
are leaving for economic reasons (unem- 
ployment in the province is nearly 5096, and 
land-hungry Albanians, flush with workers' 
remittances, pay well for farms and houses). 
But Serbs claim the emigration is taking 
place under Albanian pressure. Kosovo's 
Serbs, supported passionately by Serbs all 
over Yugoslavia, have been lobbying for the 
province's police and courts to come under 
direct control from Serbia; otherwise, they 
claim, the Serbs there cannot feel safe. Alba- 
nians find that argument insulting and a 
threat to their autonomy. But this month 
the Serbs scored their first victory. On Sep- 
tember IOth a detachment of Serbian police 
was sent from Kragujevac to a Kosovo vil- 
lage called Prekale where local Serbian vigi- 
lantes had been active since May. 

The matter of Serbian power in Yugo- 
slavia as a whole is even trickier. The Serbs’ 
third of Yugoslavia’s population still earns 
them only the same one-eighth share of 
power in the government and party as all the 
other federal units enjoy. Tito’s constitution 
saw to that. When Serbs refer to Serbia 


Salient Serbs 


Yugoslavia's population Tota! at 1981 census: 22.4m 
0.0 Serbs as % of total in each area 
— Republic boundary 
—- Autonomous province boundary 


Source: 1981 census 
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In praise of the Greater Serb 
proper, meaning Serbia minus the provinces 
of Kosovo and Vojvodina, they point out 
that the short form of “narrow Serbia” (uza 
Srbija) spells uzas, which means “horror”. 

None of these grievances is new, but the 
Serbs do have a new champion in Mr 
Milosevic. Since becoming Serbia's party 
boss in 1986 he has put himself at the head 
of what the Serbs now like to call their third 
uprising (the two earlier ones, in 1804 and 
1815, brought Serbia its independence from 
the Turks). Serbs throughout Yugoslavia re- 
fer to him as vozd (leader), the term applied 
to Karadjordje (Black George), who led the 
uprising of 1804 and later founded the 
Karadjordjevic dynasty that ruled first Ser- 
bia and later Yugoslavia until 1941. 
Mr Milosevic has rallied Serbs behind 
the demand that, as part of the cur- 
rent revision of the 1974 constitu- 
tion, Serbia should regain full control 
over Kosovo and Vojvodina, 

However, Mr Milosevic is also en- 
countering a lot of opposition, even 
among Serbs. The Serbs of Vojvo- 
dina, unlike those of Kosovo, get 
along fine with the non-Serbs in their 
province; they are not keen to come 
under Belgrade's direct rule. In Bel- 
grade Mr Draza Markovic, a former 
party leader in Serbia, has publicly ac- 
cused Mr Milosevic of stoking nation- 
alist passions and creating tensions 
which could end in a military coup or 
even civil war. 

Non-Serbs fear what they call Mr 
Milosevic's pan-Serbian populism. 
They remember the years of Serbian 
dominance in the rovalist Yugoslavia 


57 





E JROPE PUN Ty eae h 7g "RE 

or 1918-1941. And they suspect Mr 
Ailosevic of aiming to become, if not a new 
king, at least a new Tito. 

Last week Slovenia's main daily paper, 
- Delo, accused him of contributing to Yugo- 
slavia’s disintegration. His strong-arm tac- 
tics, it argued, were aimed at creating insta- 
bility But Mr Milosevic and his friends 
ding many in the top ranks of the 
army) appear unmoved by the criticism. Mr 
osevic is planning a huge Serbian rally 
later this month or in early October in Bel- 
grade. The rally is expected to attract as 
~ many as 600,000 people—more than Tito 


uil 


ever drew. 















































Estonians 
And proud of it 


TT HAS been a heady summer along the 
. Soviet Union's Baltic coast. The three 
c republics—Lithuania, Latvia and Es- 
E have less than 3% of the 
— Soviet population, but when it comes to Mr 
Mikhail Gorbachev's reforms they are mak- 
- ingall the running. All three republics made 
headlines last month when the local Com- 
on nunist parties for the first time gave their 
blessing to a series of rallies to mark (read, 
denounce) the 1939 Hitler-Stalin pact that 
let Russia annex the Baltic states. Then, on 
Se eptember llth, at least 200,000 of Esto- 
nia’s 1.5m inhabitants gathered j just outside 
D capital, Tallinn, for a celebration in 
songs and speeches of their new right to run 
own republic in their own way. 
— Until now Estonia has been best known 
jn high party circles in Moscow as a 
- favourite summer watering hole, with good 
sailing, relatively well-stocked shops and 
“Dallas” on Finnish television. It will soon 
be attracting officials from other republics 
. to look at more than just the view. By the 
end of next year Estonia will be the first So- 
. viet republic to go over to a system of “cost 
accounting”. That dry piece of jargon masks 
. à change that could revolutionise the way 
the Soviet Union is governed. 
— The man at the centre of the Estonian 
. experiment is the new party boss, Mr Vaino 
Valyas. He was applauded at Sunday's sing- 
along for a speech he had made two days ear- 
A lier to the Estonian Central Committee 
elling out some of the changes i in store. 
These include "financial autonomy" for Es- 
tonia by 1990, giving the Estonian language 
= Official status in the republic and creating 
- Estonian citizenship as part of a move to re- 
strict immigration from Russia (the resented 
. Russians make up 4096 of the republic's 
population). 
: Mr Valyas has been in the job only since 
mid-June. He has had to move fast to keep 
= control of an upsurge of national feeling. 
_ This has coalesced around an organisation 
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called the Popular Front for the Support of 


Perestroika. Although the organisation was 
criticised last month in Pravda for hiding 
"demagogues" in its ranks, individual Com- 
munist party members have been encour- 
aged to join. The Front was founded in 
April and already claims a membership of 
more than 50,000. 

Mr Valyas worries that, unless the party 
recognises the strength of national feeling, a 
“crisis of confidence” will develop between 
party and people in Estonia. Local Commu- 
nists with even shortish memories will be re- 
minded of what happened in nearby Poland 
in 1980-81, when the party there tried at 
first to co-opt the Solidarity movement, 
then banned it when that failed. In an at- 


tempt to keep the initiative with the party, . 


Mr Valyas apparently won approval from 
last June's special Communist party confer- 
ence in Moscow for the new Estonian ex- 
periment in self-management. 


Didn't like thes then, either 


Mr Gorbachev has done little to try to 
contain the spread of Baltic nationalism this 
summer, no doubt in the hope that it can be 
channelled in support of perestroika. He has 
proposed constitutional changes that would 
devolve more power from ministries in Mos- 
cow to the 15 republics, as a way of breaking 
the stranglehold of the Moscow bureaucracy 
on his economic reforms. Estonia looks like 
being the first guinea pig. 

The details of the Estonian experiment 
are not yet known. Sorting out quite what 
"economic independence" for Estonia is to 
mean in practice will be difficult. Still, the 
kinds of changes Mr Valyas was describing 
to his Estonian comrades are similar to de- 
mands set out in the Popular Front's pro- 
gramme, which was published in August. It 
contains a call for “the actual political, eco- 
nomic and cultural independence" of the 
Estonian republic, but "within the Soviet 
Union". Although the document pays lip- 
service to Communist party rule, it makes it 
pretty clear that it expects the party to let 
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Estonians think they are better- MRS 
creators than Russians are: harder-working 
and with the entrepreneurial flair that has 
made them the quickest to take advantage of 
the new opportunities for private (sorry, co- 
operative) business since Mr Gorbachev 
took over. The idea for Estonian economic 
autonomy first cropped up more than a year 
ago, but was dismissed at the time as wishful 
thinking. Some local economists would like 
to see the republic operated as a special eco- 
nomic zone, with its own currency and spe- 
cial rights to trade with foreign firms. Pro- 
posals for special economic zones, along the 
lines of the Chinese zones with tax and in- 
vestment privileges to attract foreign com- 
panies, have been bandied about Moscow 
for some time. The Baltic states and the So- 
viet Far East have been mentioned as possi- 
ble sites, but not on the scale now being 
talked about in Estonia. 

There is deep resentment in Estonia 2 
the way its economic management has been 
dictated from Moscow. Last year protesters 
managed to stop plans for a huge open phos- 
phorite mine that would have caused con- 
siderable water pollution, and would also 
have. sucked in more workers, mostly Rus- 
sians, from outside. Indeed, one of the re- 
sults of the new experiment may well be a 
switch away from the heavy industrial 
projects favoured by. the Moscow planners 
into more high-tech industries. By shedding 
some of the older uncompetitive industries, 
Estonia is hoping to wave good-bye to many 
of the Russians who work in them. 

Estonians are raring to go. Mr 
Gorbachev seems ready to give them their 
head. lt is a big gamble. Other Soviet repub- 
lics will surely want to follow the Estonian 
example. How long will Estonia and its fol- 
lowers remain satisfied with semi-indepen- 
dence from Moscow? Pretty soon they may 
be demanding to go the whole way. 


Greece 


Ask the doorman, 
who are we? 


FROM OUR ATHENS CORRESPONDENT 


N AUGUST 25th, the Greek prime 
minister, Mr Andreas Papandreou, 
flew to London for open-heart surgery. 
Since then he has been in. hospital, where 
doctors are trying to get him fit enough to 
undergo surgery. The operation is serious, 
but, even at 69, Mr Papandreou and his new 
heart valve may well return to power in Ath- 
ens. Yet the illness has given a fright to the 
Greek socialists. Thinking for the first time 
of life without their leader has made them 
act nearly as though he were already dead. 
Some members of Pasok, the ruling Pan- 
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roorly Papandreou 


hellenic Socialist Movement, have a belief 
that without Mr Papandreou. there can be 
no Pasok. The feeling was best summed up 
by his most loyal friend, an ex-minister, Mr 
George  Katsifaras: "Were it not for 
Andreas, even our house doorman would 
not know who we are." 

The timing of the prime minister's ill- 
ness has made the shock worse. Greece now 


— 


holds the presidency of the EEC. The party's 
morale is low, and the economy is in the dol- 
drums. A general election is due by June 
1989, Pasok had pinned all its hopes on Mr 
Papandreou winning it an unprecedented 
third term in government. Whether. this 
would have been by a coup de théâtre over 
the American bases, or a Cyprus deal, re- 
mained to be seen. Without him Pasok's 
chances would be close to nil. 

Mr Papandreou refuses to appoint a 
stand-in.’ He founded Pasok 14 years ago 
and without him the party could break up 
into squabbling groups. His grudging dele- 
gation of some functions to his two deputy 
prime ministers, Mr Yiannis Haralambo- 
poulos, the defence minister, and Mr Aga- 
memnon Koutsoyorgas, the justice minister, 
has not prevented friction between them 
over minor questions of protocol and pub- 
licity. 

They are both front-runners, but Mr 
Haralambopoulos, also 69, is considered too 
much of a gentleman and too bland to en- 
gage in arm-wrestling with the more abrasive 
and less popular Mr Koutsoyorgas, 66. 
There might be a third contender: the presi- 
dent of parliament, Mr Yiannis Alevras, 76, 
a veteran trade unionist widely respected by 
Pasok's parliamentarians. He is a likely can- 
didate fot interim leader. If Mr Papandreou 
has a say in appointing his successor, he 
would most likely try to help his eldest son, 
George, who is minister of education and, at 


Plenty of let and hindrance 


tics, but in:an un-Dutch flurry, two 
government ministers have just been 
forced to resign after an angry parliamen- 
| tary inquiry. Were they caught indulging 
in sex, drink or graft? No, it was far more 
serious. They couldn’t organise the print- 

| ing of a new Dutch passport. 
| The trouble started, as it often does, 
|. witha decision taken by the EEC's Council 
| of Ministers, In 1981 the council decided 
|. that EEC countries should have passports 
with a common European format. The 


CANDAL rarely touchés Dutch poli- 


Dutch, who were still-printing their pass- 
ports using 1920s technology, decided 
this was an opportunity to redesign their 
documents to make them safe from fraud 
and forgery..Dutch passports are particu- 
larly valued by forgers. A criminal posing 
|- as a Dutchman in Hongkong or Buenos 
Aires is unlikely to be unmasked by a local 
policeman who happens to speak Dutch. 
Officials reckon that a high proportion of 
the 50,000 Dutch passports thar go miss- 
ing each year end up with forgers. 
Enter Mr Wim van Eekelen. Until his 
resignation on September 6th, he had 
been Holland's defence minister for two 
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years; but before that he had been a junior 
minister at the foreign office and the man 
in charge of organising the new passports. 
In 1984 he gave the contract for develop- 
ing and printing a forge-proof, machine- 
readable document to a new private com- 
pany. At the end of 1987 the prototype 
was tested. It flunked. 

In some: ways the Dutch were making 
problems for themselves. The £&C deci- 
sion requires only that passports have a 
burgundy-coloured cover imprinted with 
the words "European Community" fol- 
lowed by the name of the country, and be 
written in the country's own language 
plus French and English. Italy, Belgium 
and France have already issued Euro-pass- 
ports, though not machine-readable 
models. 

In 1986 Mr van Eekelen went to the 
defense ministry and Mr Rene van der 
Linden took his job at the foreign minis- 
try. Looking at the passports, he said he 
had inherited a cart with square wheels. 
Parliament started asking questions. Ear- 
lier this month the passport was cleared 
for production and will be issued on Janu- 
ary Ist. Too late for Mr van Eekelen and 





36, is at least of a new generation. But 
Papandreou minor has few supporters in- 
side the party. 

All this, of course, is premature. Mr 
Papandreou may well be back home before 
the end of the year, fit and ready for another 
election campaign with the added advantage 
of the sympathy his ordeal has evoked. After 


all, his Turkish counterpart Mr Turgut Ozal — 


underwent a serious heart operation two 
years ago, and recovered in time to win an 
election and survive an assassination at- 
tempt. But then, as Mr Ozal said, Allah was 
with him. 





SHER 
Opening to the 
Socialists 


FROM OUR PARIS CORRESPONDENT 


FTER dinner on the first day of the 
French Socialists’ parliamentary meet- 

ing in Vienne, Louis Mexandeau, a burly 
deputy from Calvados, boomed out a stir- 
ring old union song. Colleagues who re- 
membered the words joined in. Bright 
young ministerial aides who had never 
known them smiled in silence. Song over, 
everyone cheered. Traditionalists and tech- 
nocrats in France's Socialist party do not in- 


Mr van der Linden, who were forced to | 
resign this month anyway. 

Their former boss, the foreign minis- 
ter, Mr Hans van den Broek, has so far 
not suffered from the bumblings in his de- 
partment. But on September 21st, he is 
due to face a debate in parliament on the 
matter. Observers in The Hague say the 
affair still has a fuse to it. Will Mr van den 
Broek be going on a long holiday soon? He 
will certainly remember to take his 


passport. 
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Rebel Rocard 


inctively get on. But with parliament open- 
g on October 3rd, asking what socialism 
means is taking a back seat to governing. 
— . The prime minister, Mr Michel Rocard, 
_ took advantage of this shift of mood to im- 
_ pose some authority in a speech to Socialist 
. deputies and senators on September 12th. 
Over the summer, many Socialists grumbled 
that he was trying to push the party too far 


i 


- or too fast towards the centre-right. Some 
- blamed the party's failure to get a clear ma- 


— jority in parliament in the June general elec- 
tion on abstentions by left-wing voters. 


— As a rebel of the most irritating sort 


(one whom time, in certain respects, has 
= right), Mr Rocard was never going to 

come a party darling just by being made 
. prime minister. Though popular with the 


- public, his following among Socialists is 


HH 


small. His harping on politicians failure to 
represent “civil society”, his insistence on 
giving opposition parties their due, his 
courtship of centre-right politicians—none 
- of this is calculated to win the hearts of party 
- :Workhorses. 
. Yet the Sogialists have not become 
= France's biggest, most disciplined party 
through over-attention to principle. Even 
the most restless deputies will think twice 
about putting Mr Rocard’s government at 
. risk for the sake of doctrinal argument. In 
= Vienne, echoes of the summer quarrels 
bout the government's "opening to the 
seal ' could be heard in the tepid applause 
~ for non-Socialist ministers. But few Socialist 
‘deputies openly dispute Mr Rocard's par- 
iamentary strategy as now laid down. 
This is that the Socialists in parliament 
do not need ‘coalitions. They will welcome 
voting support either from politicians of the 


centre-right or from Communists. But Mr 
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Green Danube, red elephant 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


EN is a final decision not final? 

Answer: when it is taken in Buda- 

pest. That at least is the belief of the 

10,000 or so Hungarians who marched 

to their parliament on August 12th, and 

they may be right. Flanked by sympa- 

thetic Greens from Austria, West. Ger- 

many and even Czechoslovakia, they 

called for the cancellation of a controver- 

sial project to dam the Danube. Two 

years back, the Hungarian government 

| brushed aside environmentalists’ objec- 

| tions. Now, it seems, it might be ready to 

change its mind. A final (well, fairly final) 

decision may be left to a referendum; if 

parliament votes for one when it debates 
the issue early next month. 

Forcing a referendum would be a re- 
markable achievement for Hungary's 
Greens. They have persisted in their 
campaign against the damming of the 
Danube, a Hungarian-Czechoslovak hy- 
droelectric project that has financial 
backing from neighbouring Austria. The 
project would involve re-routing a 
stretch of the Danube and building two 
big barrages, one at Nagymaros in Hun- 
gary, the other 120 miles upstream at 
Gabcikovo in Czechoslovakia. On: the 
Czechoslovak side, work has proceeded 
apace, because the government is keen 
on the scheme and in that subdued coun- 
try loud protests are rare. Not so in Hun- 
gary. Hungarian opponents of the 
project say it would scar an area of great 
beauty and do untold damage to the ecol- 
ogy of the region. 

Most Hungarians, including top poli- 
ticians, acknowledge that the scheme is a 
colossal mistake. But an agreement had 


Rocard has no current intention of courting 
one or other with a view to even an informal 
coalition. In reserve, he has “article 49(3)”, 
the constitutional device which permits a 
bill to pass unless opponents can get a ma- 
jority of the chamber against it. The govern- 
ment knows it can count on Socialist votes. 
"We're here to obey,” said one new and re- 
alistic deputy. 

Despite summer talk of centre-left coali- 
tions, France's party map is looking remark- 
ably familiar. With a few exceptions, centre- 
right politicians are likely to remain at least 
nominal members of the opposition. The 
racist antics of Mr Jean-Marie Le Pen on the 
far right make the notion of a neo-Gaillist 
accommodation with the National Front 
look increasingly fanciful. 

This does not mean that the Socialists 
are about to return to the "reflate alone" 
policies of 1981-82 or to re-enter a union of 


been signed with Czechoslovakia in the 
mid-1970s, and comrades don't just back 
out of such things. So Mr Janos Kadar, 
then Hungary's leader, decided in Sep- 
tember 1986 that construction on the 
Hungarian side should go ahead. 

Mr Karoly Grosz replaced Mr Kadar 
as party leader in May. He has allowed 
the issue of the dam to re-surface—for 
example, by giving permission for last 
Monday's demonstration. Why? One of 
the reasons is that Mr Grosz wants to be 
liked. Hungarians remain wary of him, 
even though he has opened up the press, 
promised an amnesty to those discrimi- 
nated against for their part in the 1956 
uprising, and is more tolerant of all sorts 
of pressure groups. He may also be per- 
suaded that the dam will be an economic 
and envrionmental disaster. 

But popularity costs money. If the 
project is cancelled, the Hungarian gov- 
ernment will have to pay out large sums 
for breach of contract. Austria has pro- 
vided a $500m loan to pay Austrian con- 
tractors on the project; it is to be repaid 
by 20 years of electricity supplies from 
Nagymaros. Czechoslovakia would de- 
mand hefty compensation. In. all, aban- 
doning the Hungarian end of the project 
could cost up to $1 billion, money that 
heavily indebted Hungary can ill afford. 

The cost of cancellation grows as the 
project progresses, but the embarrass- 
ment of pulling out is diminishing. In 
Moscow, Mr Mikhail Gorbachev is no 
fan of grandiose construction projects. 
These are now seen for what they often 
are: wasteful and sometimes harmful red 
elephants. 


the left with the Communists. As old rivals, 
the Socialists are in some ways more anti- 
Communist than conservatives are. There is 
virtually no basis for a common national 
programme. Mr Lionel Jospin, the minister 
of education, scathingly dismissed the Com- 
munist idea of cutting defence to pay for 
schools. 

Will Socialist discipline hold? The sum- 
mer's arguments are not settled. Many So- 
cialist deputies will be supporting union 
wage claims this autumn, for example. A lot 
of them are worried about losing touch with 
the party base in the public-sector and 
teachers' unions. Of 275 Socialist deputies, 
115 have a background in teaching. 

Some Socialist soul-searching comes 
from not knowing what a political party is 
for in a period of television-dominated presi- 
dential politics. Where analysts of the party 
used to talk of left wings and right, or of 
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EUROPE 


“currents”, they now talk of presidential 
“stables”. The three leading jockeys are Mr 
Rocard, Mr Jospin and Mr Laurent Fabius, a 
former prime minister and now president of 
the parliament, Some party punters profess 
to see left and right, traditionalists and tech- 
nocrats in each of their followings. 





Poland 


Split and Polish 


FROM A CORRESPONDENT IN WARSAW 


HE cry from Poland’s striking miners 

and shipyard workers in the past month 
was loud and clear: “Legalise Solidarity”. 
The government may even agree after its 
talks with Mr Lech Walesa, the leader of the 
trade-union movement. But amid the excite- 
ment, nobody has come up with an answer 
to the real question: “Then what?” 

No economic miracles occurred when 
the union first became legal in 1980, and 
since then Poland's difficulties have, if any- 
thing, deepened. An unbanned Solidarity 
would not lower Poland's $39 billion hard- 
currency debt or raise its GNP, which is 
barely above what it was a decade ago. Fur- 
ther reforms, even those backed by the 
union, would be more likely at first to de- 
liver a drop in wages and a rise in unemploy- 
ment than a better standard of living, The 
divisions between Solidarity and other 
groups Opposed to the government might 
actually increase if Solidarity were given 
some responsibility for economic policy. 
Nor is a legal trade union the equivalent of a 
shadow political party; Poles differ on the vi- 
tal issue of how fast to push for democracy. 

Solidarity itself is far from united. For 
the moment, its members are rallying be- 
hind Mr Walesa. But for how long? As little 
as four months ago, many of the intellectu- 
als now lining up to support him were giving 
Solidarity its last rites. The number of Soli- 
darity activists had shrunk drastically. The 
union had become a pale reflection of the 
movement which claimed 10m members just 
before martial law ended its 16 months of 
legal existence in 1981. 

The only Solidarity activists who cor- 
rectly predicted the ferocity of last month's 
strikes were those who had continued to 
work closely with labourers in factories and 
mines, where life goes on much as it did in 
the nineteenth century. Pay is absurdly low: 
according to the Polish government's own 
statistics, average factory pay is between 
18,000 and 30,000 zlotys a month—which is 
$9-$15 at the black-market exchange rate. 
Factories are dirty, unsanitary and unsafe. 
Housing is often the same. 

Solidarity was the only available cham- 
pion of these workers' cause. But after the 
August strikes, workers complained that the 
union leadership had not consulted them. 
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Many were upset that Mr Walesa had called 
off the strikes before obtaining any firm 
promises from the government. 

Deep divisions also exist within the 
union's leadership, stretching back to its 
days of legal operation. Mr Walesa was then, 
and is now, something of an autocrat. He 
has many enemies from 1980-81, when he 
was accused of capitulation by the more rad- 
ical wing of Solidarity, led by Mr Andrzej 
Gwiazda. Orher, even more militant groups 
have since sprung up. One is Fighting Soli- 
darity, led by Mr Kornel Morawiecki. An as- 
sociate of Mr Morawiecki’s, Mr Andrzej 
Kolodziej, has been condemning Mr Walesa 
and his policies from his exile in Rome. 

Most Solidarity activists refuse to worry 
about the inevitable arguments ahead. They 
claim, perhaps rightly, that the mere re- 
emergence of a legal Solidarity would alter 
Polish politics so completely that it is impos- 
sible to predict what might happen next. Af- 
ter seven years of pessimism, many are will- 
ing to grasp at a straw of optimism, no 
matter how slim. Mr Edward Osmanczyk, a 
spokesman for a group of Solidarity leaders 
and intellectuals who met in Gdansk last 
weekend, expressed the hope that the 
union's legalisation would put Poland ón 
the road to becoming a "normal" state 
again. It is likely to be a very Polish sort of 
normality. 





European Parliament 


House of more 
repute. “x 


FROM OUR BRUSSELS CORRESPONDENT 


T MAY nat be the world’s most powerful 
legislature, but the European Parliament 
has more pulling-power than many. Foreign 
leaders seem glad to address it. It is the 
Pope’s turn next month. Mr Mikhail 
Gorbachev has just received an invitation to 


speak there from the parliament's president, 


Lord Plumb, who visited Moscow last week 
(no reply yet). And this week Mr Yasser 
Arafat, who heads the Palestine Liberation 
Organisation, put in an appearance at the 
parliament's home in Strasbourg. 

Mr Arafat, a controversial guest, did not 
address the parliament itself when he came 
on September 13th; his was not an official 
visit. He came at the invitation of the parlia- 
ment's Socialist group. He was relegated to 
the same status as the Dalai Lama, who 
passed through Strasbourg virtually unno- 
ticed in June at the invitation of some well- 
wishing Euro-MPs. The PLO leader got the 
same chance to lobby for his cause and to 
speak at a private meeting of Euro-Mrs, but 
got more attention than Tibet's would-be 
head did. Mr Arafat confirmed that the PLO 


was contemplating (only contemplating, 
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Arafat contemplated 


mind you) setting up a provisional govern- 
ment that might recognise Israel. 

[s the parliament anything more than a 
costly multilingual talking-shop and a well- 
lighted platform for visiting politicians? In- 
creasingly, say its supporters, it is. The par 
liament has acquired more clout as a result 
of the recent reform of the EEC's Rome 
treaty. Until last year it had only two real 
powers: it could sack the entire European 
Commission (something it has never done); 
and it had joint responsibility with EEC gov- 
ernments for fixing the Community's bud- 
get (an awkward exercise in power-sharing). 
Besides that, it had the right to give its opin- 
ion on some draft EEC laws, but govern- 
ments could ignore it. 

The so-called Single European Act has 
given the parliament two extra powers. One 
is the right to veto the Community's inter- 
national agreements, which cannot now go 
ahead without the approval of 260 of the 
parliament's 518 members. The other is the 
right to a second reading of certain draft EEC 
laws, notably those related to the 1992 inter- 
nal-market project. If at least 260 members 
vote to amend a text, the Council of Minis- 
ters can reject the amendments only bv 
unanimous decision; and if the minister: 
cannot agree, they must either accept the 
amendments or drop the legislation. 

The parliament has used its new powers 
with enthusiasm. It refused, for example, to 
approve a renewed trade agreement be- 
tween the Community and Israel in March 
because of Israel's policy in the West Bank 
and Gaza. Euro-Mrs were to have reconsid- 
ered their decision during their September 
sitting, but Mr Arafat got in the way. They 
will now do so in October. 

With Mr Arafat this month, and the pa- 
pal visit and the Israel debate in October, 
the parliament is attracting attention. Its 
members are keen to keep it in the news in 
the run-up to next June's Euro-election. 
Many want to campaign on the need to give 
the parliament yet more powers. They argue 
that a transfer of sovereignty from national 
capitals to the EEC is consistent with project 
1992. Let's see who votes for that. 
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BRITAIN 


What the Scots can teach the 
English about creating jobs 


OMETHING'S afoot in Scotland, and 

may soon spread south. The govern- 
ment is studying ideas which, it hopes, could 
transform the Scottish economy. 
Sassenachs take note; the ideas are ones that 
ministers would like to extend to the whole 
country, 

Mrs Margaret Thatcher is mystified by 

cotland. In 1959, when she first entered 
. arliament, Conservatives won more of the 
Scottish popular vote than Labour; in 1987 
her party won just ten Scottish seats to 
Labour's 50. This rejection of modern Con- 
servatism does not flow from dire hardship. 
For most of Mrs Thatcher's reign, Scot- 
land's GDP per head (excluding North Sea 
oil) has been higher than that of most En- 
glish regions. Unemployment is still higher 
than in most other regions, but it is drop- 
ping fast—as indeed it is everywhere. In 
1986 it averaged 14.496 in Scotland; today 
11.7%. 

Most baffling of all, or so English minis- 
ters think, is the absence from what used to 
be the world’s greatest engineering shop of 
the entrepreneurial spirit for which they 
take credit in the rest of the country. Mod- 
ern Scottish businessmen, they think, are 
conditioned to failure and dependent on 
public handouts. Enter, this summer, a 48- 
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Even shepherds need training 
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year-old chemist from Falkirk, who has told 
the prime minister how to rekindle Scot- 
land's old fire. 

Mr Bill Hughes, the chairman of the 
Scottish section of the Confederation of 
British Industry, spent an hour with the 
prime minister in July. He had, he said, 
spent five years on the many official bodies 
that dot the regions, and thought little of 
them. Like other Scottish businessmen, he 
agrees that the Scottish Development 
Agency (SDA) has been useful in wooing in- 
vestment. He is less convinced that it has 
revitalised the most depressed parts of Scot- 
land. As for the Training Commission (as 
the Manpower Services Commission is now 
called), it spends about £350m north of the 
border—far more than the spa. Mr 
Hughes, like many Scottish businessmen, 
thinks it is hopelessly out of touch with 
Scottish needs. 

His answer, he told the prime minister, 
was to amalgamate the two agencies, to- 
gether with some of the economic-develop- 
ment functions of the Highlands and Islands 
Development Board. The new body, per- 
haps called Enterprise Scotland, sounds like 
bureaucratic giantism gone mad. If that had 
been all there was to it, she would have 
shown him the door. But there was more. 





Once the new body had been put to- 
gether, Mr Hughes would promptly break it 
up. The training and enterprise-develop- 
ment programmes under its aegis would be 
run by about 25 "localenterprise units”. 
These, in the Hughes plan, would be boards 
consisting almost entirely of local business 
men. Though the Training Commission has 
its own local boards (which would go), these 
are advisory only and also have represen- 
tatives from local authorities and trade 
unions. Nothing like the Hughes boards 
currently exists in Britain. 


The American connection 


They do in America. Under the Federal Job 
Training Partnership Act, over 600 private- 
industry councils (PICs), each with a majority 
of businessmen, disburse federal funds for 
vocational training. Some of them have ex- 
panded their duties; the Boston Pic, perhaps 
the best known, runs business's half of the 
city's "compact" between its schools and its 
employers. Partly because it insists that only 
chief executives may serve on it, the Boston 
PIC plays a critical role in all aspects of the 
city's economic life. 

Mr Hughes seems to have dreamt up his 
boards without knowing much about Amer- 
ica’s PICs. Ministers, however, know all 
about them; there is probably closer contact 
between British and American officials on 
employment policy than on any other do- 
mestic matter. In 1987 Lord Young, then 
the employment secretary, got interested in 
the pics’ work; Mr Norman Fowler, his suc- 
cessor, has maintained American contacts. 
A Massachusetts official, with a close knowl- 
edge of how PICs are run, is presently work- 
ing as an adviser in Mr Fowler's office. 

So the same sort of animal, under two 
different names, is being studied on each 
side of the border. The prime minister pub- 
licly endorsed the general principles of the 
Hughes plan on September 8th. In Edin- 
burgh the Scottish office, which helped Mr 
Hughes put his original ideas on paper, is 
now working on their detail; publication of 
their proposals is expected within the next 
couple of months. In London officials of the 
employment department and training com- 
mission are working on a training white pa- 
per; expect it to back Pics. 

This suits the prime minister. Mrs 
Thatcher has one reservation about Mr 
Hughes's plan. She thinks, as she always 
has, that Scotland should not be given 
something that England does not have. Mr 
Fowler may advise her to introduce some- 
thing similar south of the border. 

If she endorses Mr Hughes's boards, the 


prime minister will give local Scottish busi- 
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_ Advertisers have long complained to 
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nessmen more power over economic devel- 
¢ ‘opment. This would set a useful precedent. 
Even before the trade unions hobbled them- 
selves at their congress last week, the gov- 
„ernment had been aching to throw them off 
- public bodies. By setting up PICs, or some- 
thing like them, the government can now 
make it clear that the leadership on all its 
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Television 


local economic-development programmes 
will be taken by private businessmen. The 
tired institutions of tripartite corporatism— 
remarkably unscathed by nine years of 
Thatcherism—will be scrapped. Now, the 
government must persuade local authorities 
that the new arrangements leave some room 
for them. 


hat price more choice? 


A FEW months ago a Home Office man 
L À was arguing about broadcasting policy 
with a man from the Department of Trade 
and Industry. "Are you sure you have the 
nterests of the consumer at heart?" asked 
the Home Office man, believing this to be 
ve yardstick by which government policy 
10uld be judged. The DTI man reassured 
iim. Only after five minutes did the two 
ed they were talking at cross-purposes: 
or the Home Office, the consumer was the 
viewer; for the DTI, the advertiser. Such is 
the government's dilemma over the deregu- 
lation of television. Will the winners from 
this autumn's white paper be the watchers 
_of television or those who advertise on it? 
Ministers promise that the an- 
er will be both. Until now, viewers 
he ave been restricted to watching just 
- four terrestrial TV channels; and com- 
pe ies have been allowed to advertise 
on only two. The opening-up of the 
spectrum will allow more channels: 
more programmes for viewers, more 
commercial breaks for advertisers. 


Tu ANTY a to- 


na m > 


the government about the high, and 
rising, cost of TV airtime. Once satel- 
lite TV beams in next year and a new 
terrestrial channel follows soon after, 
hs at cost must surely drop. What is 
s certain is whether the choice to 

t he viewer—in terms of the diversity 
programmes, rather than their 


number be enhanced or 


5: gn Ei draft of the white paper is 
on ministers’ desks. They hope to 
- publish the already much-postponed 
document in late October or early Novem- 
. Though many details have yet to be de- 
y dod, the broad outlines have started to 
emerge, and they are more sweeping than 
nybody might have thought a year ago. The 
Phard of the prime minister, who chairs the 
cabinet committee and takes a close per- 

- sonal interest in television, will be evident. 
.. Most adventurous will be the treatment 
of ITV. At the moment, franchises for beam- 
ing ITV to each region of Britain are handed 


. out for fixed periods by the Independent 


.. Broadcasting Authority. lt judges which 
~ companies are best suited to hold franchises 
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by the quality of the programmes they put 
out, and it insists that ITV educate and in- 
form the viewer, as well as entertaining. The 
companies then pay the Treasury a percent- 
age of their profits, on top of tax, in return 
for the monopoly they have won. An inef- 
ficient system, says the government. It has 
allowed rrv's costs to rise 60% faster than 
those of the BBC, and has filled the pockets 
of rrv's trade unions and shareholders at 
the expense of the taxpayer. 

The rrv companies have already curbed 
the excesses of their technicians’ unions, 
and are starting to tackle those of their per- 
formers (see box on next page). They have 
to cut their costs because, within a year, they 


r 





will be competing with the British Satellite 


Broadcasting and Astra channels, white pa- 
per or no. That, thinks the prime minister, 
is not enough. She is likely to insist that the 
ITV franchises are auctioned in a competi- 
tive tender, so that only the lowest-cost com- 
pany can win. Any company which shows it 
can provide the service will be allowed to en- 
ter the fray, though the government is con- 
sidering restricting the competition to those 
from the EEC. During the franchise period, 
other companies will probably be allowed to 
take them over (which is not permitted now) 
providing they meet the same minimum 





standards. 

How, in such a competitive world, will 
any regulatory authority be able to ensure 
that the ITV companies continue to honour 
their public-service obligations: to inform 
and educate as well as entertain? The gov- 
ernment has wrestled with this problem dur- 
ing the year, and seems to have thrown out 
the two obvious options—a tougher IBA 
with powers to fine or withdraw franchises; 
or a separate body which makes publiciser- 
vice programmes for ITV with money raised 
at the auction. Instead the government 
seems to have decided to junk trv's public- 
service obligations altogether, insisting only 
that the companies show national and re- 
gional news (yes, the programmes on which 
politicians can be watched by their 
constituents). 

All this will be done in the interests of 
"fair competition”, a theme which the home 
secretary, Mr Douglas Hurd, introduced in a 
speech on September | 5th. The idea is tha 
ITV companies should be able to compete 
freely with cable, satellite and a new fifth ter- 
restrial channel, whose introduction will 
also be announced in the white paper. That 
will be harder if the companies are encum- 
bered by the obligation of making pro- 
grammes which cannot pay for themselves 
through advertising. Proponents of public- 
service broadcasting reply that, if the 
companies were obliged to make un- 
economic programmes, they would 
simply bid less for their franchises. 
The Treasury, not the companies, 
would carry the cost. 

Also in the white paper are likely 
to be: 

e a new night-time franchise; 

e a regulatory authority to look after 
all commercial TV; 

@ the introduction of microwave 
technology to allow very local stations 
to start up. 

Channel 5 will be able to reac! 
65-70% of the country, with a similar 
remit to ITV. The government will 
probably not specify how this fifth 
channel should be financed, prefer- 
ring to give potential broadcasters the 
choice of advertising, subscription or 

a mix of the two. Channel 4 should 
b allowed to keep its distinctive iden- 
tity, producing innovative and minority pro- 
grammes, though how it will be financed is 
not yet clear. 

So the choice of channels will undoubt- 
edly widen, even if ITV and the new channels 
are likely to show broadly similar pro- 
grammes. If viewers want to watch nature 
programmes or gritty drama, say ministers, 
they will still be able to turn on BBC, the only 
part of British television which will be left 
untouched by the white paper. 

Untouched, but not unaffected. As the 
number of television channels grows, the 
BBC is almost bound to win a smaller share of 
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tunity to acquire any one 

of these beautifully pro- 
duced sets at an exceptional 
saving, and start building up a 
library of fine editions, by joining 
an international circle of book 
lovers ~ The Folio Society. 


AN EXCEPTIONAL PUBLISHER 

The Folio Society was founded 
in 1947 to ‘produce editions of 
the world's. great literature in a 
format worthy of the contents, at 
a price within the reach of 
everyman'. That is still our 
watchword. 


~LASSICS AND CURIOS 


Our publications range from.. 
classics like Macaulay's History 


of England (the only complete edi- 
tion in print) and comic gems like 
The Diary of a Nobody, to neglected 
masterpieces and curiosities that 
we feel deserve a wider audience: 


over 140 books besides the sets. 


shown here. 


BEAUTIFULLY PRODUCED BOOKS - 
Each book is given special care 
in every area of production: in- 
dividually designed bindings in 
a variety of materials; carefully 
chosen, elegant typefaces to en- 


sure legibility and grace; high- ` 


quality makings of paper: and a 
special protective slip-case for 
each book. 


THE BEST IN CONTEMPORARY 
"I LUSTRATIONS 

Every book is illustrated. Lead- 
ing artists commissioned by the 


Society include Dame Elisabeth - 


Frink, Edward Bawden and Pat- 
rick Procktor. 


MUCH MORE THAN A BOOK CLUB 
We organise tours. competi- 
tions and annual literary debates. 


Members also receive a free sub- Ki 


scription. to our own. literary 


quarterly. We have a gallery in ^ 


the Royal Arcade in London 
where members (and prospective 
members) may view all current 
Folio titles. 


ORDERING BOOKS IS A PLEASURE 

-The Folio Society provides its 
members with a level of service 
rely found these days. Every 
order is dealt "with promptly. 
‘every letter is answered indivi- 
dually. If you write to us in verse, 
! rite back i in kind. 
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The Folio Society would like to 
as exceptiona as the boo 


ERE is a special oppor- 


E 


Bst se Palabra ce 


Saga by John Gals- a 


orsyte 
worthy, The first and most 


famous family chronicle in Eng- 
lish literature in a beautifully: 
printed, bound and Wlustrated - 
; edition. Set in Perpetua and . 
^sprinted letterpress, with 12 six- 


colour lithographs n Dog 

















novels: of the Somer ane’ *- i 
printed in full, along with ao 
selection of her Shorter Works. 


This Folio. Society: edition has 


1 constant demand since. 


dt cias first published. Seven 


2 ‘volumes. Wih over 100 wood- - 


- FOLIO SET 


| 
Í 
| 
| 
| 
| 
| Lwill return the set in good con 
| 
| 
i 
| 
| 
| 







HOW TO JOIN AND ACQUIRE YOU 


Joining The .Folio Society 4s 
simplicity itself. Mark your choice 
of one of the sets shown here on 
the coupon, post it to us, with the - 
appropriate payment, and we'll 
send you the set, together with a 
Prospectus listing all Folio books - 
in print. Choose four books from 
the Prospectus, and you're a 
member, If you decide not to join, 
send the set back and we'll refund 
your initial payment in full, 






| To: The. The Membership Secretary; a 
| The Folio Saciety Ltd, : 3 z 
| FREEPOST, 202 Great Suffolk .. 
Street, London SE1 6BP ! 
(NO STAMP NEEDED IF POSTEDIN U.K; 


Please send me the Folio set. 
have ticked below as my intro- 
duction to The Folio Society. If 
, decide to become a member I wi 
keep the set as my 1989 Presen 
tation Volume and notify you o 
my four choices for the yea 
within three weeks. Otherwis 


dition and be refunded in ful 
I understand that as a membe 
"have the right to return a 
book if not completely satisfied 
(Please note: the Prospectus onl 
may be sent to certain overset 
destinations outside the EEC.) 


£15.00 C1 The Folio Jane Austen 
(list price £7 5.00; save £60.00 } 
£10.00 C] The Forsyte Saga - : 
(list price £62.00; save £52.00) — 


£12:50 © TheChroniclesof ^. 
King Arthur : 
(list price £69.00; save £56.50) 


] enclose my nd M 
order for É eese dE 
(made payable to The “Folio | 
Society Ltd) or: please charge my. 


| 
E 
| 
E 


credit card the total amount às: | 
indicated : E 
[ ] DinersClub [] Visa 4 
[ ] Amex [ ] Access d 
TOA ! 
[se | 
CARD NO. a 
i Expiry date ................. 1 
( This MUST be inc cluded) 
| | 
Saal Ure «osea ergs d 
! Date sees I: 
UB NR TITRES 1 
(PLEASE USE BLOCK CAPITALS) E 
| Address.......... dese teacdi si pe eee ] 
! POSICOdE- oaae » 
ETE 





































* 


A: new v Special Report assesses 
ie key economic aud dern 


| increasing imports. And dein are hg. term concerns about 


Spain's ability to retain the uU nce: iof not 
investors. 


* Will Spain's present ideal busin n 
"The Economist Intelligence Unit Limited, 40 Duke. Street Landen WIA uw 


| ORDER FORM 


(J Please send me |... copyties) of Spain to 1992: Joining Europe's Mainstream ! 


© I enclose a cheque for £/US$ 
Payable to The Economist Intelligence Unit Limited 


Please charge my 
C] American Express [J Visa Account No. 


NND ES RES EG ODE: MEQUE ad mu | UE d 
LX d ni m mE. do BW 


Signature 


COMPANY 
ADDRESS 


2 A | 


DAYTIME TELEPHONE NO. ........ MONS 


hn 


Please send your order with 
remittance to: 


The Economist 


Intelligence Unit. 


40 Duke Street 
London, WIA IDW 
Tei: 01-493 6711 
Telex: 266353 


5 10 Rockefeller Plaza (12 ded ` 
* New York, NY 10020, USA . 

(s fel (212) 541 5730 

Telex: 148393 . 


he Economist Intelligence Unit Limited. Registered Office: 25 St James? s Street London SWIA HG. Registered i in London N 
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Act two, scene one 


AVING (more or less) got rid of 

their staff unions’ restrictive prac- 
tices, television companies are now turn- 
ing their attentions in a more artistic di- 
rection. Actors and musicians are next in 
line for a shake-up. As television becomes 
more international and channels prolifer- 
ate, their unions' parochial agreements 
are starting to look too restrictive to last. 
Both the BBC and ITV now hope to negoti- 
ate new agreements to take account of the 
explosion in television. 

When the agreements were first drawn 
up, programmes made by British actors 
and musicians had few outlets: first three, 
and then four, terrestrial channels. plus 
the occasional overseas sale. Each time 
programmes were repeated on British tele- 
vision, actors and musicians protested 
that they were displacing original produc- 
tions. So performers managed to negoti- 
ate much higher. payments for the "sec- 
ondary use" of programmes in which they 
appeared than artists do in America, 
which has more outlets. 

Now that TV companies can sell their 
programmes to cable operators, to 
Superchannel, for video use, and soon to 
many more satellite companies, they are 
finding the extra payments to actors and 
musicians an irritating constraint—some- 


times making the sale uneconomic. So far, 
new agreements have sprung up to cover 
each new medium, making costs hideously 
complicated to calculate. 

As each new outlet has arrived, the 
blocking power of actors has become par- 
ticularly annoying. Each time a TV com- 
pany wants to sell a programme to a me- 
dium that did not exist when the actor's 
initial contract was drawn up, it has to 
seek the consent of every actor involved in 
that programme. If an actor says no—per- 
haps because he or she thinks the fee is 
too low, or has never liked the pro- 
gramme—the sale cannot go ahead. If one 
bit-part actor holds out for a higher fee, 
the company will either have to pay every 
single actor more, or not sell at all. 

Both actors and musicians are paid a 
fixed amount for the secondary use of 
their programmes, based on the fee they 
originally earned. When the production is 
an opera, with highly paid singers and a 
huge orchestra, the company which pro- 
duced it may never be able to sell it 
abroad. This extra disincentive against 
making expensive programmes must be 
against the artists’ own interests. 

So when the ITV companies meet the 
unions in the next few weeks, they are 
likely to ask for three things: a multimedia 


agreement to simplify procedures, a move | 
away from a fixed fee to a percentage of 
the money earned by the company on | 
sales, and a relaxation of the rules on con- 
sent for actors. Already musicians allow | 
the Musicians’ Union to give the consent 
on their behalf; the Tv companies would 
like actors to have the same arrangement 
with their union, Equity. They point out 
that in the new, competitive environ- 
ment, they will need to earn as much as 
they can from sales to be able to afford | 
original programmes at all. 

If the unions do not agree, they may | 
find their minds concentrated by the | 
Monopolies and. Mergers Commission, 
which is currently examining restrictive | 
practices in television. But they probably | 
will agree. Equity has the reputation for 
being the more pragmatic of the two | 
unions. The Musicians Union has the | 
greater incentive to be flexible. It is hard | 
to film a Jane Austen costume drama with 
Hungarian actors; but musicians in Buda- 
pest can play Mozart as beautifully as— 
and for much less money than— British 
performers. Mr John Morton, general sec- 
retary of the Musicians' Union, calls this 
"cultural dumping". 

This is unlikely to deter the hard- 
pressed ITV companies. If they cannot 
reach an agreement with Mr Morton, they 
seem ready to bring down the final, iron | 
curtain on his recalcitrant performers. 





the available audience. It could end up with, 
say, an average 25% of viewers, compared 
with the 5096 or so that it wins now. What 
price then a universal licence fee? The gov- 
ernment once appeared to be committed to 
maintaining the fee, but Mr Hurd recently 
said it was not "immortal". 

If keeping the fee requires keeping a 
arge audience, the corporation will be faced 
with an unpalatable choice: to move down- 
market in order to win back ratings, or to 
lose its main source of finance. The govern- 
ment has still to answer this unpalatable 
question: would a down-market BBC really 
be in the interest of the consumer—the 
viewer, that is? 





Northern Ireland 


Coming closer 
to home 


AILY it becomes clearer that the Irish 
Republican Army wants to push the 
British government into policies that the 
IRA could characterise as a desperate last 
throw: detention without trial and more fre- 
quent use of the crack army regiment, the 
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SAS. Both army and police intelligence agree 
that the terrorists have had large new sup- 
plies from Libya. At this moment the iRA 
has access to enough Libyan Semtex explo- 
sive, arms and ammunition to make possible 
at least a year of violence at the present level. 


coer? 


Dis «e dii 


Thanks, Libya 





In the past fortnight it has used this light, 
odourless, very powerful explosive more ex- 
tensively than ever before. 

Early on Monday four Semtex bombs 
were placed around the home of Sir 
Kenneth Bloomfield, Northern lreland's top 
civil servant. They smashed up the house, 
but miraculously the Bloomfield family, 
asleep at the back, escaped injury. The same 
evening a hijacked taxi exploded beside a 
bus-stop and taxi rank in the centre of Bel- 
fast. Police said 100lb of Semtex were used: 
250lb, said the IRA. 

The car-bomb, the second to go off re- 


cently in Belfast's newly revived commercial 


centre, marks a return to tactics all but 
abandoned since the mid-1970s. It was said 
then that Republican supporters could not 
stomach the indiscriminate slaughter they 
caused. Police, given only 11 minutes’ warn- 
ing, had to yell to shoppers to run for their 
lives. Even so, the blast left a 58-year-old 
woman office-cleaner with serious head inju- 


ries. Late-night shopping in the city centre is 


already starting to suffer, as the IRA means it 


to. Determined but nervous, ordinary peo- 


ple are starting to feel the threat of violence 
once more. 

To raise tension in the province, the IRA 
has widened its range of targets. Senior civil 
servants have until now been left alone. Sir 


71 

























































d a sense of safe territory. | 

‘Two days earlier, on a morning. čom- 
uter train into Belfast; IRA gunmen killed a 
nan who had helped to organise extreme 
Protestant Loyalist resistance tothe Anglo- 
rish agreement. They claimed he had 
aunched “sectarian” attacks on Catholics. 


Protestant village. 

_. Sir Kenneth is himself a Northern Irish 
Protestant. After the bombing of his home, 
Mr Gerry Adams, leader of Sinn Fein, the 
IRA's political wing, claimed in a radio inter- 
view that the IRA neither knew nor cared 
that he was a Protestant. But stoking up the 
utrage of the Unionist majority is undeni- 
DA part of the present general plan for 





Ae: Vise Ratna um yet to work 
-æ coherent attitude to the Protestants 
o make up the majority in Northern. Ire- 


"when the British are finally driven 
” Protestant resistance to a united Ire- 
d: can be expected to fade if the IRA goes 


UM 


| Ulster Constabulary and Ulster De- 
Regiment. These "soft" targets have 


ndoned, in favour of murdering regular 
liers. | 
"he main aim of the IRA's latest "last 
h’ is to drive the British government to 
remes to defeat terrorism. If the British 
uld fail after going to extremes, argues 
IRA, public opinion on the mainland will 
hand an end to involvement in Northern 
and. The inquest in Gibraltar into the 
ing of three IRA terrorists by British sol- 
diets is expected to help: the soldiers’ clini- 
cal accounts of the shootings will recycle 
nicely among Northern Catholics as anti- 
British: propaganda. Foment enough vio- 
lence, and the British may be pushed into 
reintroducing internment. So the terrorists 
hope; but British ministers remember, just 
as well as the IRA, that when internment was 
last used, between 1971 and 1975, the rate 
of violence trebled. Loyalist guns and bombs 
responded to Republican terror tactics, ahd 
_ sometimes went beyond them. 

= Ifthe "last push" fails, it may end in ex- 
haustion, followed by a pause while the 
organisation regroups. Nobody in Northern 
Ireland imagines violent republicanism will 
mply fade away. For the moment, the best 
t the army and police can hope is that 


mpted into rashness by the very strength 
"their armoury. And that they will find 
ere some of that Semtex is stored. | 





testant village of Cun aa | 
police guard. The attack on it, five miles 
mi the nearest republican enclave,- vio#+ 


A day earlier the ra bombed a police sta- 


tion and destroyed the main street of a tiny 


d. Some in Sinn Fein have begun to ask - 


killing members of the mainly Protestant | 


il recently been downgraded, though not 


y will be able to intercept IRA missions: 
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HE City's economic analysts have their 

eyes peeled for signs that Britain's vigor- 
ous economic expansion is slowing down. 
They have spotted none yet. On the con- 
trary, all they see is mounting evidence of 
overheating. When Mr Nigel Lawson, the 
chancellor of the exchequer, sneeringly 
called them *"teenage scribblers" two 
months ago, his timing could not have been 
worse. They have had lots to scribble about 
ever since, ànd are greatly. enjoying Mr 
Lawson 's present discomfiture. 

Or they would be, if he were 


Lawson s landir 


discomfited. Only a chancellor with self- 








confidence as vast as Mr Lawson’s .could 


shrug off a trade deficit of £2.7 billion in a 


month, claiming it to be'a matter of small 


weight. That is what he did—and he proba- 


bly believes it. Indeed, some of the reasons 
he cites for not regarding the trade deficit-as 


a worry in its own right are sound (see ] page 


81). On his o own view, the present e excessive 






salary cheques; 


. "The excess s of ood news continues to 
grow. Retail | sales are booming; helped ‘une 













Sales rose by nearly 1% i in 
volume terms in the year to August. As an- 


‘other part of the supposed good thing, the. 


index of producer (ie, factory-gate) prices for 
manufactured goods went up by 4.9% in the 
year to August, the «biggest rise for more 
than two years. In five moriths this measure: 
of inflation has gone up by a full percentage 
point. And on September [4th the chancel- 
lor took the unusual step. of warning the 
City that there would be more to celebrate 
on September 16th, when the figure for re- 
tail-price inflation in the year to August will 
be published; the markets look forward to 
cheering a substantial rise over July's figure 
of 4.896. 

The chancellor bes not plan an au-: 
tumn budget-in-distress. Indeed, he would 
claim that the budget of last March would 
have been no different, even if he had 


known then about the excess of good things 


in store. Yet he would admit that, likemany 
others, he underestimated demand in the 
spring; indeed, he has jacked up interest — 


rates by 412° percentage points i in the: ‘past E 


three months to cool it. » 

The chancellor would see no inconsis- - 
tency in this. Fiscal policy, in Mr Lawson's 
eyes, has nothing to do with short-term eco- 


nomic management. The supply-side bene- 


fits of lower taxes will come through only if 
taxes are cut and then left alone; moving 
them up and down as demand dictates 
would neutralise a lot of the economic gain, 
even if taxes ended up lower on average. 
Moreover, tax changes are slow to affect the 
economy. Add these points to the fact that 
Britain's public sector is now running a sur- 
plus, and vou have, D the chancellor's 
mind, a good case for rel ying on monetary 
policy alone. — 

For the moment, the scribblers are un- 
impressed. Changes in interest rates are 
probably slower to affect the economy thar 
tax changes. Their principal effect on con- 
sumers is through mortgages: higher rates 
cut disposable incomes and hence spending. 
But mortgage rates follow bank base rates 
with a longish lag; and many borrowers see 
their rates changed only once a year, regard- 
less of what happens in the meantime to the 
announced rate for new borrowers. Roughly 
80% of borrowers from the Halifax building 
society, Britain's biggest, are covered by an- 
nual review. 

The fear remains that interest rates will 
have to rise even higher to do the trick. That 
could cause real distress for the unlucky 
ones whose mortgage payments rise 
promptly and who are already over- 
stretched. Mr Lawson might yet manage à 
soft landing. If he does it will be as much by 
luck as by judgment; if not, the chancellor's 
self-confidence will have Proved : a bit too 
much a foe thing. © "Zl UR 





Diplomats | 


Our man from 
Havana 


F YOU are a spy-diplomat you don’t 
shoot at the spy-catchers: at least not in 
London you don’t. This is the immediate 
lesson from the peremptory expulsion from 
Britain of Mr Carlos Perez (an intelligence 
officer in the Cuban embassy) and Mr Oscar 
Fernandez-Mell (his ambassador). j 
Mr Perez had apparently been the ub: 
ject of the joint attentions of Britain's MIs 
security service and America’s Central Intel- 
ligence Agency. Whether this was to prevent 
him spying for Cuba or to persuade him to 
become a double agent is unclear. At any 
rate, on Monday night Mr Perez drew a gun 
as he stepped from his car outside his flat 


" tmm tttm tmm Un metus mimm mtm 





wounding two of them slightly and narrowly | 


missing passing Londoners. 


The Cuban ambassador was summoned. 
to the Foreign Office and told that he and 
Mr Perez were to leave Britain within 24 | 
hours, a penalty first cleared with the for- 


eign secretary and almost certainly with the 
prime minister as well. The Cubans flew 


from London direct to Prague—a destina- - 


tion seen as significant in the shadowy world 
which recognises the Czechs as the leading 
spymasters of the eastern block. 


The government is determined that for- 


eign diplomats in Britain should behave bet- 
ter. Only a week ago a junior Vietnamese 
diplomat was expelled for brandishing a gun 
at a crowd of demonstrators outside his em- 
bassy. In that case the Vietnamese ambassa- 
dor apologised and handed over the gun to 
the British authorities. 


The 1961 Vienna Convention on Dip-. 


In a world of their own 


An occasional series on foreigners i in Britain looks at the Arabs 


qAlr REMEMBERED anecdotes 

about huge houses, retinues of ser- 

vants and a limitless supply of cash: that is 

what Árabs conjure up for most. Britons. 
| 


Yet these plutocrats are only a small part 


of the 500,000-strong community, which. 


accounts for about 10% of all. foreigners 
living in Britain. Far more are immigrant 
workers in menial:employment who send 
money back to their homelands, to which 
many ultimately return. They have. been 
joined in the past 10-15 yea: S 
sionals and academics, St 


successful. 










each other when they are in Bri iin. 
'eryone is on visiting terms with everyone 
else. Below the millionaire level, though, 
each Arab group remains. fiercely proud of 
its national identity, knows its place in the 
social pecking-order and rarely inter- 
márries. = 
As in the Middle ant workers from 
the Maghreb countries, escaping eto- 
nomic hardship at home, still find them- 
selves at the bottom of the pile. Of the 
50,000 Moroccans working in Britain— 
several thousand live in London’s North 
Kensington—most are in low-paid jobs. 
Many work in hotels or catering. In the 
| 





1970s there were 30-odd Arab night clubs 
and casinos between Kensington and 
Mayfair, often staffed by Maghreb Arabs. 
With cheap oil, many have shut. 

Better off are the close-knit Yemenis, 
the first group of Arabs to settle in Brit- 
ain. Mostly from the old port of Aden, 
several thousand came to Liverpool, Lon- 





doo 25d Cardiff after the T world 


war as dockworkers. Others went to work - 


in manufacturing industry in the Mid- . 


- lands and Sheffield. They have their own . 


trade union, the Federation of Yemeni 


Workers. 


Culturally, Egyptians consider them- - 
selves a cut above their fellow Arabs. ` 


Somewhere between 90,000 and 120,000 
of them live in Britain, making them the. 


largest national group of Arabs in Britain. - 
Highly educated and hard working, they - 


often stay on after completing their higher 
education in Britain. Many came over as 


doctors: two of the most distinguished are . 


Professor Magdi Yacoub, a heart-trans- 
plant surgeon, and Dr Sam Abdelah, who 
was responsible for the first test-tube 
twins. Others are teachers and academics. 
There are a good number at the Central: 
London Polytechnic, for example. Impe-.. 
rial College at the University of London 
has an Egyptian physicist and a mathema- 
tician, both outstanding. 

The Gulf war has been in part respon- 
sible for the. large numbers—about 
100,000— of Iraqis living in Britain. Stu- 
dents have tried to stay on to escape con- 
scription; many older Iraqis have stayed 
on after retirement. Few are rich. 

. The Palestinians—described by an au- - 
thor, Mr Peter Mansfield, as the "Jews of - 


the Arab world"—have been more suc- 


cessful as businessmen in Britain. So have 


the sophisticated, Europeanised Leba- 


nese. The Palestine | Liberation 
Organisation’s office in London reckons 
that about 20, 000 Palestinians live i in. Brit- 





~ spect the laws and regulations of the re 


„ain; the number of Lebanese is about the 


‘same. Some-are bankers—85 Arab banks 
£ trialists or entrepreneurs. Computer sol 


. ware and programming in Arabic is a fas 
growing, 


_ invested some £55 billion in Britain ov 


erty Group (owned by the Kuwaiti. go 









































-tomatic Relations requires diploma: 


ing state". Diplomats in, Britain are 
allowed to possess firearms, inside or out: 
their embassies, without the appropriat 
cences. The metropolitan police comi 
sioner has made it clear that no licence w 
be granted to diplomats who apply for wea 
ons for self-protection. Still, as diplomat 
bags cannot be scanned by customs offici 
many London embassies probably conta 
illicit armouries. 

Dr David Owen, leader of the Social 
Democratic party, pleased the Foreign Of- 
fice with a spirited defence of the Cuban ex 
pulsions. In contrast Labour's foreign-affairs 
spokesman, Mr George Foulkes, accused 
the government of over-reacting. British 
public opinion, always opposed to any fo fo 
eigner shooting in their streets, is i rig b 


hind Dr Owen. E 


are registered in Britain. Others are indus- 


lucrative — business. TI 
Department of Trade and Industry has 
given some of them set-up grants: for ex- 
ample, Falcon Systems i in Maidenhead. 

The most important Arab group in 
Britain—at least from an economic stand- 
point—comes from the Gulf states. T 
Kuwaiti Investment Office in London h 


the past 15 years. The.St Martin’s.Pro 


ernment) has started the £400m Londo 
Bridge project.—27 acres of land by th 
Thames.on which offices, flats, a leisw 
centre. and a. private hospital ate being 
buit. | . 
The Saudis, too, own. businesse 
banks and hospitals—they have a stake in 
the Harley Street Clinic, for example, : 
They also. own large houses both in and 
outside London—one in Mayfair was . 
bought for £8m last year. British interior. - 
decorators, who-often get carte blanche to. 
do up the houses, describe Saudi taste as... | 
“Arab renaissance" or “brass.and glass"... || 
The owners rarely visit Britain for more | 
than a couple of weeks.a year—exceptfor | 
those. Gulf and Saudi princes who.are | 
racehorse owners, They come in and out — 
all summer, and have revolutionised the 
British turf. di | 
The most t visible. signs c of Britain s shr 


to shades ‘The Arabs, Moe to 
in their ir self-contained. world have felt 
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Sheffield 


Sport aid 























(NAN a city whose economy was once fu- 
elled mainly by steel, and more recently 
by dole-cheques, revive its fortunes by be- 
coming a big sport and leisure centre? Shef- 
, hitherto known mainly for its forks 
bud knives and its socialist council, hopes to 
become a new kind of place by staging the 
World Student Games in 1991. Optimistic? 
Y es, but not entirely crazy: the games are the 
world's second largest, after the Olympics, 
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and their organisers proudly claim they will 
be the biggest sports event ever held in Brit- 
ft. in. 
.. By building state-of-the-art swimming 
pools and arenas for indoor events—the lat- 
ter equipped for conferences and big con- 
certs—Sheffield hopes to become an impor- 
tant sporting and cultural centre. The city 
council is encouraged by a report on the Su- 
rdome in New Orleans, estimating a bene- 
p t to the city of $250m (£150m) a year in its 
st ten years of operation. The council also 
hopes that the games will be of social bene- 
it: the notorious Hyde Park council flats are 
being re-equipped for the student athletes, 
and may later be used by some of Sheffield's 
own 15,000 students. But the enormous cost 
| of building the new facilities, though mainly 
a derwritten by the trusts that will run 
them, is likely to absorb £10m a year of the 
council's scarce poll-tax revenues well into 
E" next century. Councillors will have to 
pus that cost by arguing that the games 
vill add to Sheffeld's general prosperity. 
— [n the year since the city won its bid to 
host the games, Sheffield has indeed seen 
the beginnings of an economic revival. The 
development office forecasts £1.3 billion of 
new development in the city over the next 
- five years, bringing 30,000 new jobs. Prime 
- office rents have risen by one-third, and the 
price of land in the Lower Don Valley, 
which plummeted from £80,000 to £25,000 
= an acre when the steel mills closed, has re- 
. gained its former level. The government has 
declared the valley an Urban Development 
Corporation, and a giant £225m shopping 
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and leisure centre is being built on its bor- 
der. Most of these developments were in the 
pipeline before the student games were an- 
nounced, but city worthies agree that the 
event is a catalyst. The games have boosted 
Sheffield's self-confidence, and cemented a 
new alliance between its burghers and its 
businessmen. 

Until recently, Sheffield's businessmen 
rarely talked to the Labour leaders of its 
council—except to complain about the high 
rates levied to subsidise low bus fares. Since 
1985 the city’s rates have been held down by 
central government, its buses hived off, and 
pragmatism has replaced dogma in both 
chamber of commerce and town hall. Mr 
Clive Betts, the new head of the council, 
may be the only leader of a Labour council 
with a first-class degree in economics from 
Cambridge. 

Now socialists sit down with capitalists 
on committees to plan Sheffield’s future, 
and join them-on delegations to London to 
plead the city's cause. The successful bid for 





the student games, for which local busi- . 


nesses raised £25,000, proved two things: 
that such partnership could produce tangi- 
ble results, and that outsiders were willing to 
show confidence in what had been a 
demoralised city. 

The unity between councillors and busi- 
nessmen is also likely to have another, unex- 
pected result. The new urban-development 
corporation, which brings £50m of central- 
government money to the city but wrests 
planning control away from the local coun- 
cil, is not the ideological battle-ground that 
it might have been. The local people ap- 
pointed by the government to sit on it are 
the same council and business leaders who 
already run the city. Privately, Labour coun- 
cillors sitting on the student-games trust and 
on the urban-development corporation are 
quite pleased to be able to run something 
free of the immense blocking power of the 
town-hall unions. 





Rare breeds 


Beastly business 


HERD of White Park cattle, the oldest 
British breed, can put a finishing touch 
to a landscaped meadow of an English coun- 
try home. Other breeds, like the brindle 
Longhorns, Red Poll and Gloucesters, give 
rustic scenery the kind of self-contained se- 
renity beloved of romantic painters of the 
nineteenth century. Keeping rare breeds of 
animals is an increasingly popular 
hobby for farmers, not only for aesthetic 
reasons. Crossed with common commercial 
breeds, they create more disease-resistant 
animals which yield leaner meat to suit mod- 
ern, health-conscious tastes. 
The main event on the calendar of rare- 
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breeds enthusiasts is the annual two-day Na- 
tional show and sale, organised by the Rare 
Breeds Survival Trust every September. En- 
tries are shown on the Friday and auctioned 
the next day. Spread over the well-struc- 
tured grounds of the National Agriculture 
Centre in Stoneleigh, Warwickshire, are 
hundreds of stalls containing the best of 
rare-breed specimens: this year, approxi- 
mately 130 cattle, 1,500 sheep, 120 pigs and 
2,000 poultry and water fowl. 

Auctioning is lively. A Norfolk farmer 
bidding for a 70-guineas champion Middle 
White gilt—a small docile pig with a dished 
face and Chinese ancestry—explains that 
many of the bidders, like himself, are farm- 
ers who keep a stock of rare breeds for farm 
parks. Rare breeds are the main attraction 
of most farm parks, which are an increas- 
ingly successful branch of extensive farming. 
They bring in tourists, and they are fun. Re- 
gional tourist boards encourage them, as 
does the Ministry of Agriculture, whicl 
gives diversification grants to farmers who 
set them up. 

The revival of interest in rare breeds 
owes much to the Rare Breeds Survival 
Trust. The Trust is a living genes bank as 
well as a repository of British farmyard heri- 
tage. During the first 73 years of this cen- 
tury, says the Trust, at least 20 breeds of 
British farm animals died out. Since it was 
set up in 1973, no more breeds have been 
lost. It is now working to save more than 40 
breeds of cattle, sheep, pigs, goats and 


Bankable genes 


horses, some of which are near extinction. 
One example of how a rare breed can 
become a commercial success is the Charo- 
lais. These statuesque white cattle were on 
the verge of extinction. Used mainly for 
crossbreeding with commercial breeds of 
beef cattle, the Charolais graduated from . 
the parks where, like the White Parks and 
Longhorns, most were to be seen, to take 
their place among common breeds like Her- 
efords and Friesians. 
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"BUSINESS THIS WEEK 


Fossil fuels 





The price of crude oil fell 
briefly below $13 a barrel (its 
lowest since 1986), as Saudi 
Arabia shied away from meet- 
ing other producers later this 
month. The gold price was 
sucked down with oil, falling 
to $419.75 on September 
12th, $9.50 below September 
9th's level. The Saudis have 

n trying to sustain produc- 
tion by selling oil cheaply. Oil 
prices bounced back to over 
$14 a barrel when OPEC in- 
sisted its pricing committee 
would meet on September 


25th, after all. 


British Gas tried to buy 1596 
of LASMO, an independent oil 
company, but secured only a 
feeble 1.14%. British Gas's of- 
fer of 480p a share seemed mi- 
serly. It wants LASMO for its 
quarter-stake in Enterprise 
Oil, an independent oil-ex- 
ploration company. LASMO's. 
response was to put its Enter- 
prise shares up for auction. 


Motoring 


America's second-largest car- 
maker, Ford, decided to build 
a $72m automotive electron- 
ics plant near Cadiz in south- 
ern Spain, creating 350 jobs. 
The plant was to have been lo- 
cated in Scotland, but Ford 
was frightened away in March 
when it failed to ensure that 
workers would be represented 
by a single union. 


The French finance minister, 
Pierre Bérégovoy, said his gov- 
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ernment would gradually write 
off Renault's FFr12 billion 
($1.9 billion) of debt. The gov- 
ernment says it is a one-off, 
but the EEC may be sceptical. 


Media news 


An American publisher, Mac- 
millan, snubbed a Texan bil- 
lionaire, Robert Bass, and a 
British media magnate, Robert 
Maxwell, and arranged a man- 
agement buy-out through 
Kohlberg Kravis Roberts. KKR 
is offering Macmillan’s share- 
holders $85 a share—tempt- 
ing beside Mr Bass's offer of 
$75 and Mr Maxwell's $80. 





Ronald Perelman sold Techni- 
color Holdings to Britain's 
Carlton Communications, 
for $780m. Michael Green 
(above), Carlton's ambitious 
chairman, could do worse 
than emulate Mr Perelman, 
who bought Technicolor for 
$100m in 1983. 


Lord Geller Frederico Ein- 
stein, an American subsidiary 
of wep Group, a British ad- 
vertising giant, laid off nearly 
100 of its 270 staff. A week 
earlier, IBM, the world's largest 
computer company, had de- 
cided to withdraw from the 
agency an account worth 


$120m a year. © 


Publishers Elsevier of Hol- 
land and Pearson of Britain 
are looking to each other for 
European strength and protec- 
tion against predators. 
Elsevier will exchange 15.496 
of its own shares for 8.796 of 
Pearson. 
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Bitter medicine 


Shares in Monsanto, an 
American chemicals company, 
fell $7.12 to $78.63 when a 
Minnesotan court decided 
that it was liable for any dam- 
ages awarded against its sub- 
sidiary, G.D. Searle. Searle is in 
trouble. Three days earlier an- 
other court awarded $8.75m 
damages to a woman sterilised 
by one of its products, an in- 
tra-uterine contraceptive de- 
vice called Copper-7. Many 


similar cases could follow. 


Beecham, a British drugs 
company, suspended long- 
term trials of one of its most 
promising drugs. Large, ex- 
tended doses of Cromakalim, 
a treatment for high blood- 
pressure, appeared to damage 
monkey's hearts. 


Gotcha, sort of 





Argentina's Primavera plan 
has made a small start towards 
working (see chart). Faced 
with runaway inflation, the 
austral was devalued 30% last 
month and some austerity 
measures introduced. Monthly 
inflation has since fallen from 


27.6% to about 8%. 


Finance « 


Allied Irish Banks offered to 
buy First Maryland Bancorp 
outright. Allied already owns 
49.796 of First Maryland's 
shares and will pay $340m for 
the remainder. At $35.25 a 
share, the American bank 
looks cheap. 
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French insurers Union des 
Assurances de Paris (UAP) 
and British counterpart Sun 
Life will exchange shares 
and goodwill in preparation 
for 1992's single European 
market. UAP will pay FFr1.8 
billion ($286m) for 1896 of 
Sun, while Sun will pay 
about the same for bonds con- 
vertible into 1596 of UAP in 
1993. This follows UAP's pur- 
chase of 3196 of Belgium's 
largest insurer, Royale Belge, 
last April. 




























Computerland 


Nine dwarfs—among them 
Compaq and Hewlett-Packard 
from America, Europe's 
Olivetti and Japan's NEC— 
turned against the blue giant. 
These makers of perso 
computer clones (which fol- 
low IBM's old personal-com- 
puter standards) 

will challenge the world's 
biggest computer company's 
new design. Henceforth they 
will try to set their own 
standards. 


Resignations 


Hugh Hefner, the almost-ac- 
ceptable face of pornography 
and chairman of Playboy, is 
stepping down from the 
board. He is to marry play- 
mate Kimberly Conrad. 


London's International Stock 

Exchange chairman, Nicho- 
Goodison, will resign 

from the family stockbroking 

firm, Quilter Goodison, 

when Commercial Union l 

buys it from the rueful l 

French bank, Paribas. This B. 

is the largest foray, so far, 3 | 

into the stockmarket by a 

British insurer. 
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The EC and Japan: 
need for stronger ties 


The members of the Euro- 
pean Community and Japan 
certainly recognise the need 
for improved cooperation 
with each other, and the 
creation of the EC's Single 
Market in four years' time 
should give a boost to efforts 
to strengthen ties between 
these two economic powers. 
In fact, Japan will take on 
a special significance for 
Europe. For one thing, the 
extraordinarily strong growth 
of the country's domestic 
demand, combined with a ris- 
ing standard of living and the 
resulting market for imports, 
ensures good sales prospects 
for high-quality European 
products. For another, Japan 
is a pivotal economy in the ex- 
panding East and Southeast 
Asian region. 

By gradually easing its 
restrictive stance on imports, 
Japan is creating the basis 
for more balanced trade with 
the EC. However, this course 
should be pursued more ener- 
getically. Japan must show 
that it is willing to lower 
import barriers substantially 
and to expose local industries 
to more foreign competition. 

Unless Japan sets a good 
example, the EC will not be 
in a position to do anything 
about removing its own 
import barriers. In a world- 
economic system whose very 
lifeblood is free trade, the 
continued protection of whole 
sectors under the wing of 
“Japan Inc.” is clearly intoler- 
able. Japan must make a 
greater contribution towards 
maintaining this system, 
from which it has, after all, 


derived considerable benefits. 
In the coming years, three “lit- 
mus tests" in particular will 
show just how serious Japan is 
about opening its markets to 
EC firms: Will the recent 
GATT resolutions become a 
reality, thereby strengthening 
the EC's position in Japanese 
markets? Will European 
companies be given greater 


Japan’s trade surplus with 





1970-74 


1965-69 
*) 1988 estimated 


consideration when major 
public-sector contracts are 
awarded? And will restric- 
tions on foreign construction 
firms be relaxed? 

Most hard-hit by Japan's 
restrictive policy of sealing 
off its markets are financial 
services. It is high time that 
European banks in Japan be 
accorded the same business 
opportunities that their Japa- 
nese counterparts enjoy in 
the EC. Support for domestic 
banks from the Ministry of 
Finance or the Bank of 
Japan should not place their 
foreign rivals at a competi- 
tive disadvantage, and efforts 


1975-79 


must be stepped up to imple- 
ment the Ministry’s plans 
for further deregulation and 
internationalisation of the 
country’s financial markets. 
Direct investment is an- 
other area where a huge dis- 
parity exists, with capital out- 
lays by Japanese firms in 
Europe still ten times’ greater 
than those of Europeans in 


the EC 
- annual — in EQ bn - 


1980-84 1985- 88* 
Japan. It has been easy for 
Japanese business to increase 
its investments in the EC, and 
it has done so not least to be 
well-positioned for 1992. The 
lower level of investment 
by European companies in 
Japan, while due in part to 
their belated recognition of 
Asian growth potential, is also 
a reflection of the obstacles 


the country has placed in the 
way of direct investments by 
foreign firms. 


Reciprocity a must 


Japan only seems willing 
to make concessions if faced 
with the prospect of concrete 
countermeasures by the EC. 
While reciprocity must be 
the key word in any mutually 
beneficial relationship, Euro- 
pean companies also need to 
show more initiative. There 
have certainly been individual 
successes; however, what is 
required now is a sound 
export strategy along the 
same lines as the long-term 
planning employed by the 
Japanese. This, combined 
with a better understanding of 
the Asian business mentality, 
might enable European firms 
to increase their market share 
in Japan. Moreover, special 
marketing campaigns, such 
as the proposed "European 
Year" could also prove 
worthwhile. 

At the same time, discus- 
sions on sectoral issues are 
needed, and their impact is 
likely to be greater than any 
vaguely worded appeals to 
Tokyo. Nevertheless, trade 
negotiations of this kind—as 
well as talks on other topics 
of mutual interest, such as 
foreign investment, technolo- 
gical and scientific cooper- 
ation and cultural exchanges— 
must develop from a broadly- 
based political dialogue. This 
in turn must have its roots in 
a multilateral process of 
consultation, as an EC-Japa- 
nese bloc would be no more 
desirable than the emergence 
of a "Pacific bloc". 
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America still buys the world 


NEW YORK 


IRST it was Firestone Tire & Rubber 
eee up by Japan’s Bridgestone for 
$2.7 billion); then came Bloomingdale’s and 
the rest of Federated Department Stores 
(sold to C te s Mr Robert Campeau for 
$6.8 billion); then Farmers Group (bought 
by Britain’s BAT Industries for $5.2 billion). 
Anything in the American economy that is 
ot nailed down, it seems, is being bought 
vy foreigners. Who would you think, then, 
is spending the more money: foreigners buy- 
ing American companies, or Ámerican com- 
panies buying foreign firms abroad? 
Surprisingly, the answer is the - 
Americans. In 1987 the stock of 
American foreign direct investment 
(in factories, offices or brands, as op- - 
Ve to paper assets) stood at $309: 
billion; foreign. investment in Ámer- 
ica, despite the megabids, came to 
$262 billion. During the year both 


had grown rapidly, but American in- (fe 


vestment grew faster. Both its abso- 
lute increase and its proportional in- 
crease (19%) were records. 

Since the mid-1980s America’s 
foreign investment has risen faster 
than either Japan's or Britain's. . 
Though the growth slowed in the first. 
half of this year, while foreign take- 
^vers have continued unabated, the 

ssilience of American foreign direct 
investment is one of the most. puz- 
zling characteristics of President P 
gan's term of office. 

It is puzzling because it seems to 
fly in the face of economic logic. Why 
was foreign investment comparatively 
low in the mid-1980s when a strong 
dollar made foreign assets cheap? 
Why has it since risen as the dollar 
has bought less abroad and made 
American companies at home more 
competitive? Why, when the Reagan 
boom is supposed to have made the Ameri- 
can economy so attractive, have American 
companies invested so much abroad, even 
as foreign companies tumbled in? How on 
earth has America nee to invest its 
deficit? 

To compare the two opposing flows of 
investment—in and out of America— is not 
to compare like with like. Big American 


firms already have extensive foreign opera- 





tions. They tend to invest in existing subsid- 
iaries, rather than buy new companies. 
While there have been a few multi-million 
dollar American takeovers of foreign firms 
in the past 18 months (seven, worth more 
than $200m), such investment is trivial com- 
pared with the re-investment of earnings. 
Last year these came to $35.7 billion, or 
three-quarters of the increase in American 
foreign investment. Because the profits of 
American subsidiaries abroad have risen 
sharply, two-thirds of them are now.being 
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reinvested, compared with less than half in 
1986. 

In contrast, many Japanese companies 
have recently decided to set up in America 
with a sudden rush of deals—whether acqui- 
sitions (Bridgestone and Firestone, Sony 
and the music side of CBs), joint ventures 
(NEC and Intel), or greenfield investment. (all 
the car companies). America's stealthier 


form of foreign investment does not grab 









































headlines or political attention—but For 
Europe’ s quiet revamping of a productio 
line is just as significant a foreign direct: 
vestment as overt bidding or building. - 
The dollar's fall has increased the appar- 

ent value of America’s overseas investment. 
When IBM UK invested £1m in 1986, the par- 
ent company announced that it. had it 
vested $1.47m. A year later, an equivaler 
£lm had become $1.64m. Stripping out 
such exchange-rate fluctuations reduces the 
rise in Ámerican investment, but does not. 
flatten it out altogether. In spr terms the 
overall stock of American foreign invest- 
ment rose by 2996 in the 1980s (see cha 
In some countries—Britain, West German 
and Japan—the rise has been over 40%... 
What of the pattern of America’s |! 
eign investment?! Is it in search of low 
manufacture like Japan's? No. Even i 
lars, investment in Mexico fell 
between 1980 and 1987, despite 

i growth of the chean maguilad { 
stead, pee s investment C 
. are going where. the customers a 
to Europe and Japan. In thes 
1980s, when Europe and Japan 
growing more slowly than. Reag 
America, American investmeh: 
those areas was comparativel 
As. their economies have picked 
_so they have had more success i 
tracting American companies... 
This trend derives from the 

cent growth of multinational . 
ness, in which America still. p ay 
important part. More companies 
investing more abroad—to judi 
the admittedly inexact meásure o to 
tal stocks of foreign direct investmer 
as a share of world epe. Constant be- 
tween.1960 and 1980, at 6.796 of the 
combined Gprs of the 20 richest. 
dustrial countries, foreign direct in- 
vestment rose to 8% of their GDPs by 
the mid-1980s. 
Mr -Edward Graham. of. Du P 
University finds that foreign dir 
investment by American. compani 
has been growing consistently faster 
over the past 20 years than America's. 
economy has. American companies hà 
been in the grip of a continuous urge to: 
vest internationally. The experiences o 
dividual companies bear, out 
generalisation. They suggest that the sear 
for technology and lower production co 
are powerful factors behind that urge..C 
sider two of America's biggest. foreign 
tors, IBM and Ford. 
Three recent ‘breakthroughs: in basic. $ 
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ice: US Department of Commerce 


e were made by Europeans T by 
—the research into superconductivity 
id into a powerful microscope for which 
's Zurich laboratory won Nobel physics 
es in 1986 and 1987, and the research 
fractal geometry by a French mathema- 
an employed by IBM in America, Mr Be- 
t Mandelbrot: These are part of the re- 
ird IBM as a whole reaps from capital 
nding of $1.2 billion over the past two 
ars in Europe. 

lt is a similar story at Ford; which has 
ised its capital expenditure in Europe by 
96'over the past three years. (while capital 


is decided gradually to realign its world- 


rgely responsible for designing small cars 
hile Ford America takes the lead in design- 
g big ones. When a new model can cost 
yer $1 billion to-develop, it is not surpris- 
g that companies try to avoid duplicating 
sts. So long’as they must contend with 
blems ‘such as these, American compa- 
es will presumably -continue to invest 
sroad, regardless of the flood of foreign 
money that makes’ Americans nervous as it 
pours in. | 





French budget 


Taxing times 


"HERE i is no > gratitude in politics, but 
France's" new. Socialist government 
uld thank its conservative predecessor 
r handing óver.a-sound economy on a 
ate. The immediate outlook in France is 
rong énough for the finance minister, Mr 





tractive budget triple for 1989. 
. The budget; to'be presented to A 
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ending in America has fallen 1796). Ford. 


ide operations so that Ford Europe will be ` 


erre Bérégovoy, to feel he can offer an at- 


NEW YORK 


MERICA'S trade figures are con- 


tinuing to improve almost as fast as. 
Republican candidates have dared fore- 
cast. The trade deficit fell sharply in July, 


| 
to $8 billion; in June it had been over 
$1142 billion. The dollar rose, bond 
yields fell (registering relief about infla- 
tion) and number-crunchers had to start 
wrestling with a brand new element of 
confusion. 
| America is bringing its ance into 
| line with those of most other industrial 
countries, reporting imports on a cus- 
toms basis, excluding insurance and 
freight. This reduces the trade deficit by 
| between $1 billion and $2 billion a 
| month—which is a handy $15 billion or 
so à year. (On the old basis, July’s deficit 
was $915 billion and June's was $13 bil- 
lion.) But the new definition will have no 
effect on the current-account deficit. Un- 
| til that fact sinks in, markets may be: too 
e inclined to cheer. l 





fallen. only. twice this year, in April anc 
- "now again in July; in value terms $3.4 bil- - 
lion of July's $3.6 billion improvement ir. 


that June's import bill ($37.9 billion) was 








The monthly volume of imports has 


the trade balance came from the fall in 
imports. Fine, but the main reason is 


the worst on record; it is possible that im- 
ports have now merely stabilised at 
around $35 billion a month. Exports are 
still growing, but more slowly-—hardly 
surprising since for a spell their volume 
had been rising atan unsustainable "m 
a year. -< 

Tf the monthly trade gap stays at $8 - 
billion: the trade gap for 1988 as a whole 
will be $110 billion, and the current-ac- 
count deficit some $130 billion. That is 
still too big, but it would be a large im- 
provement over last year's $154 billion. - 
Ás the counterpart to America s deficit 
coming down, other countries’ deficits 
Ene une Britain’ s) are going up. 
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e of 0. 5% for net worth between FFr4m 


and FFr6.5m, rising to 0.9% on wealth over 
_ FFr12.9m. Some busiriess equipment and all 


works of art will be exempt. Income tax and 


. "wealth tax payments cannot together come 


' it 3 . to more than 80% of yearly income. The 


tax, it is reckoned, would bring in some 


FFr4 billion next year. 

Communists and some left-wingers 
want to raise the rates, or limit the exemp- 
tions, or both. Centre-right- politicians, 
steered by Mr Edmond Alphandéry, reckon 


the. it is better to limit the damaging effects be- 





| gr 
Kost at an ud. rate of 3.696 in 
half of this year. French industry is ber efi 
ing from investment rising annually at T3. 
1496 for the second year running, and the 


EN 


- finance ministry has revised its working esti- 


mate for growth next year up to 2-6% 
The previous finance minister, Mr 

Edouard“ Balladur, says..the:. government 

should use the windfall to bring forward tax 


cuts and reduce the deficit faster, butthe op- » 


position’s main budget attack is likely to be 
on a new tax, known officially as “the soli 
darity tax on fortunes”. This is the wealth 
tax—imposed in 1982, abolished two years 
ago, and now revived in modified form. - 
The proposed rates are low; Some So- 
ciafists say in private that the tax; promised 
by President Mitterrand during his re-elec- 
ion campaign, is a small price to pay to ap- 
pease their left wing. The government (pro 
E ous an n annual tax s on wealth; levied ‘at. 
















. cause outright opposition would encourage 
‘the Socialists to toughen the tax as a pric 


for Communist support. In talks with 5 
cialist deputies; the government hopes it has 


~~ assuaged the left by agreeing to add a fourth 


bracket for wealth of FFr20m or more, taxed 
at 1% or just over. To appease the centre, it 
may raise the floor to FFr4.5m. 

Capital in France, argues the opposi- 
tion, is already taxed too heavily by Euro- 
pean standards; the last thing investors need 
is a wealth tax. This is why one centre-right 
amendment will be to make the new wealth 
tax temporary. The government is unlikely 
to accept this, but the finance minister 
(whom French financiers admire for open- 
ing up the financial markets in 1985) has not 


quite said no. He has hinted that the wealth 


tax could be looked at again in a big over- 
haul of France's tangled tax system in the 
run-up to 1992. Since all exchange controls 
in Europe have to disappear before then, 
there is a danger that wealth to be taxed 
zs Boe ay cine abroad; SU 
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HE shan dütesiomtión in Britain’ S 
balance of payments since the begin- 
ning of this year has called for some clever 
explanatory footwork from the chancel- 
lor, Mr Nigel Lawson. In this respect, at 
least, he never disappoints. He has simply 
pointed out that his government has cut 
Britain's public-sector borrowing require- 
ment (PSBR) to less than nothing in the 
curtent financial year. Therefore, the ex- 
ternal deficit must have been fashioned 
solely by the private sector. As such, it is 
no concern of the government's. 

At first sight, this looks a bit like the 
line once favoured by Mr Donald Regan, 
America's Treasury secretary in the early 
1980s. He argued (a) that America's 
widening current-account deficit 
was the mirror image of a widening 
capital-account surplus, and (b) 
that this inflow of capital from 
abroad was a foreign vote of confi- 
dence in the economy. However, 
while (a) was true by definition, (b) 
was only partly true. | 

Americas government had a - 
growing budget deficit in the early 
1980s, so the inflow of foreign capi- 
tal was financing the public sector 
as well as the private sector. Lend- 
ers to America’s government are 
more concerned with its solvency 


trys companies. Britain's public 
sector is not borrowing from 
abroad (or from anywhere else). 
The external deficit is therefore en- 
tirely the product of private-sector 
decisions—ie, the decisions of Brit- 
ish private-sector borrowers, and the deci- 
sions of foreign private-sector lenders. - 

This idea is unfamiliar—Britain has 
had so little experience of sound public fi- 
nance. Many people therefore think that 
the chancellor himself (or one of his offi- 
cials) invented the line. Actually, it has an 
impeccable academic pedigree. The so- 
called "monetary approach to the balance 
of payments", developed in the early 
1970s (with roots stretching back to Da- 
vid Hume), always implied that the dis- 
tinction between public-sector borrowing 
and private-sector borrowing mattered. 
Mr Max Corden, now at the MF, brought 
the point out clearly in a set of lectures 
published in 1977*. 

The monetary approach stressed the fi- 
nancial counterparts of external deficits. 
A country with a current-account deficit 





{hy worry about trade gaps? 


Britain’ s chancellor of the € argues that his country's s growing 
external deficit is nothing to do with him. He is half-right | 
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ducing; less obviously, it must also be run- 
ning down its net financial assets. (To. 


spend more than you produce, you must 
either borrow, or sell assets.) In a sense, 
therefore, a current-account deficit simply 
reflects rapid credit creation. Without an 
expansion of credit at a rate sufficient to 
push spending ahead of output, the exter- 
nal deficit will disappear. 

This begs the central question: how 
much credit creation is too much? Since 
credit creation and the external deficit are 











linked, is it better to limit credit creation 
to the rate consistent with external bal- 
ance, or to judge credit creation in some 
other way, and then accept whatever the 
external balance turns out to be? 

In principle the answer is clear: let de- 
cisions on credit be taken by the market 
and then accept the resulting external bal- 
ance, whether it be surplus or deficit. If 
the world's private sector wants to be a 
net lender to Britain's private sector, 
there is no reason to stop it. The only ca- 
veat is that these should be private-sector 


decisions. Credit can be granted to the 
. private sector or to the public sector. An 


external deficit fuelled by credit granted 


to the public sector (ie, by public borrow- 


ing) is not the outcome of market forces. 
Precisely, says: Mr Lawson. Credit is no 
longer being extended to Britain's public 
sector: the current-account deficit is is mar- 


| ket-determined. | 


- sense: because demand in the economy is 


fect the international allocation of credit. 







































































If Mr Lawson is unconcerned, why ha 
he pushed up interest rates eight times it 
three months? Here too his answer makes. 


rising too quickly to be consistent with. 
low inflation. In this respect, private-sec-. 
tor credit creation is too fast, after all. It is- 
boosting demand (which is a problem) as- 
well as increasing the external deficit. 
(which, in itself, is not). So once public 
borrowing is in.check, forget the balance: 
of payments, and look at demand. E 
Fine, except for two things. First, the | 
"monetary approach” gets complicated in... | 
a world of semi-floating exchange rates. . 
Under rigidly fixed rates, foreign lenders. 
can invest without worrying about the ef- 
fect of a change in currencies. At present, 
however, exchange rates are neither fully 
free nor fixed. Currency risk is a worry for. 
investors. Since currencies are affected by 
government, the public sector comes. 
barging back. 
Mr Lawson is currently using in- 
terest rates to adjust the level of. 
sterling as well as to cool demand 
This gives him a big say in the sup- 
posedly private decisions of for 
eigners who are wondering whether 
. to lend Britain money. In the ex- 
treme, Mr Lawson might raise in- - 
terest rates to whatever level was 
needed to attract enough foreign 
capital to peg sterling. Moreover; 
intervention in the foreign-ex-- 
change markets also overrides pri 
vate-sector decisions. When the- 
government sells foreign currencies : 
to support sterling, as it has lately, . 
it is providing a capital “inflow”; 
and it is doing so because foreign 
private lenders are not, in Mr: 
Lawson’s view, lending Britain 
"enough". In short, governments 
do not need to be borrowers to af- 


This leads directly to the second flaw ` 
in Mr Lawson's argument. In justifying his 
policy of managed exchange rates, he has 
criticised the short-termism of financial 
markets. But he cannot have it both ways. 
If he believes that markets make mistakes 
in allocating capital around the world— 
which he must, if he does not trust them 
to set exchange rates—then he cannot ex- ` 
pect to be taken seriously when he says- 
leave the deficit to market forces. If inves- ` 
tors are capable of getting the exchange - 
rate wrong, they are capable of getting the © 
external balance wrong too. If the first 
mistake calls for government action, 
maybe the other does too. At any rate, Mr- 
Lawson will have to explain why not. 


*Inflation, Exchange Rates and the World Economy. 
ii W.M. Corden. Oxford ceiver Press. 






















' AIWAN'S 20m people have prospered 
¿by selling the rest of the world modest 
goods at unbeatable prices. Income per head 
now over $5,000 a year; unemployment i is 
virtually non-existent; the country's trade 
surplus last year was an embarrassingly large 
$19 billion. Yet few foreigners could name a 
single Taiwanese company. Rival business- 
men know of the Evergreen shipping group, 
the Kennex sports company and. possibly 
Formosa Plastics, but few others. 
= Almost all of Taiwan's registered busi- 
esses are officially classified as “small and 
edium"—meaning they are little more 
an. family factories churning out cheap 
1 good shoes, plastic bags or fluffy toys. 
Better to bei in front of a chicken than be- 
ind a pig" is the way Taiwanese managers 
‘plain that small is beautiful. 
-Mr Stan Shih, a modest-seeming chap, 
as big ideas.to change this. He intends that 
is year his company, Acer Incorporated, 
ill "become a real world-class company, 
ke Sony or Philips.” If Acer—which makes 
‘sonal computers and their peripherals— 
$ that target at any time within the next 
» years, other Taiwan companies will fol- 
it. Many are looking for a high-technol- 
gy escape from the vice of rising wage costs 
nd an appreciating New Taiwan dollar. Mr 
hih is predicting that his group's turnover 
d | reach $1 billion in 1990, three times last 
ear's $331.2m. 
: How much the market believes 44-year- 
ld Mr Shih, who is the Acer group’s chair- 
aan and chief executive, will be seen in No- 
ember, when Acer intends to raise $40m by 
oating 1096 of its equity on the Taiwan 
tock exchange. Even if Taiwan's investors 
ow down their present buying frenzy for 
every sort of Taiwanese share, they should 
still fall over themselves for Acer stock. 
‘Citicorp, Chase Manhattan, Sumitomo and 
other foreign institutions trust Acer’s po- 
.. tential enough to have taken 13% of the 
company last year at a price of $16m. 
=< That trust is largely the result of Mr 
Shih's own track record, which he wryly de- 
scribes as "Mrr—Made in Taiwan”. The in- 
ventive son of an incense maker, who died 
vhen young Stan was only three, Mr Shih 
leveloped the world’s first pen-watch and 
'aiwan's first pocket calculator (the 
Qualitron). He and five others then put up 
25,000 to found Multitech, a company 
yhich started by distributing electronic im- 
orts and went on to design its own video 
ames and IBM personal-computer ' ‘clones”’. 
Multitech has since become the biggest 
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-of the 200 or so Taiwan computer compa- _ 







Net profit ———————* 
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equity b 
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nies that this year will make a quarter sol the 
world’s BM-clones. In Taiwan, it has a trad- 
ing firm, a technical publishing house and a 
venture-capital subsidiary. It has sales offices 
in America, Japan and Europe, and in 1987 
paid $4.4m for a Silicon Valley company 
called Counterpoint Computers. Sales have 
on average doubled each year; the workforce 
has grown from àn original 11 to around 
4.400. In the past five years, its return on 
equity has averaged 31.196, which has made 


some 1,000 shareholding employees New- 


Ta resn«dollat millionaires. 


Since April last year Multitech has been. 
called Acer. The change in name says some- 


thing about Taiwan's sense of its low-quality 
image. Multitech ' ‘lacked the distinctiveness 
we consider necessary for us to make a real 
impact on the world market"—in other 
words, it sounded as if the company was just 
another Taiwanese Wong-of-all-tradés. The 
Latin meanings of Acer, says Mr Shih, 

"sharp, penetrating, energetic and spirited 
are attributes that we, as a corporation, 
epitomise.'' 

A lot of the sharpness springs from 
Acer's incentives scheme. Each year, Tai- 
wan's educational system churns out 10,000 
engineers, happy to work for a third of what 
they would earn in America. Acer offers 
stock options which mean that its relatively 
low-paid employees own 7096 of the com- 
pany through a share-ownership. scheme. 
Low basic pay for scientists means that each 
dollar spent on research and development 
goes twice as far as it does in America. Some 
15% of Acer's staff work in R&D, which 
each year consumes 5% of group profits, | 

Where will Acer go with its new identity 


and its new money? Obvious answer: it will 


try to get into lots more overseas markets. 


The company already dominates the local - 


Taiwan market, with a 50% share of brand- 
name personal computers. Last year, over- 
seas markets soared to account for 8696 of 
sales. A third of sales are to. North America, 
just over another third to Europe. But it still 





“were on an. “ otiginal-equipment ma e 


specialist property. companies £ 





turer’ ’ basis—meaning that someone else’s 


..name was on: the box and Acer was an out- 
- side contractor, 


The OBVIQUE. maka for e are is 
China, especially since Acer is expert in 
Chinese-language: computing, on which it 
spends over $2m a year in R&D. But the ob- 
vious is at present unattractive. This is not 

mainly because of the ban imposed by Tai- 
wan's authorities on direct trade with the 
mainland; there are many ways round that. 
But China does not yet have the spending 
power to bea large market for personal com- 
puters; nor would Acer be able to provide 
China with the servicing back-up on which 
any computer company's en ulti- 
mately rests. 

Instead, Mr Shih is aiming. at Yoda: He 
also wants to diversify Acer's product line: 
PC sales will fall from 7096 of the total 
5096; there will be more bilingual wors- 

stations; and the company will design more 
of its own applications-specific integrated 
circuits, which he thinks is the key to secur- 
ing a position in the world market. 

Ominously, 18M, whose products have 
been copied for years by Taiwan's computer 
companies, is unleashing its lawyers on the 
clone-makers, hoping to win from them a 
share of past and future revenues. IBM was at 
first quite happy to see clone-makers defeat 
Apple and make iBM's personal computers 
the world standard. Now the prospect of a 
visit from Big Blue's patent lawyers has per- 
suaded around 30 Taiwanese companies to 
sign agreements to pay royalties to IBM. Acer 
is not one of them. It says it is willing to pay 
royalties on future sales, but not on the past, 
when any patent infringements were “done 
unintentionally”. Perhaps Mr Shih reckons 
Acer is already big enough to play hard- ball 
in the world league. i 


British property 


Not hurting yet 


VER long periods British property has 

seemed. as good an asset as any to own 
in a difficult world. For 25 years the worth of 
commercial property has just about out- 
paced inflation, while providing an annual 
rental income of around 6% of capital value. 
Since 1985 life has been much more than 
comfortable;..office rents have risen 20% in 
real terms, office capital values 38%. Now, 
however, a lot.of analysts (including the gov- 
ernment) think some sectors of the market 


have been overheating. Stories of overbuild- 
ing are rampant. Are there casualties in 
sight? 


If there are, t Ka will. Ibe not. pnly among 
onsistent 









Reason No. 1 is passenger comfort. At 
Scandinavian Airlines the customer is 
king. SAS will offer 2+2+2 business 
class seating so every business class 
passenger is guaranteed a window or 
an aisle seat. And the 767's economy 
class seating is the best in the air. 
Reason No.2 is range and size. The 
767's unique combination of range 





There are two 
rtant reasons SAS 
selected the Boeing 767. 


and size enables SAS to increase the 
frequency of intercontinental service 
from Scandinavian capitals and also to 
introduce new long-range, nonstop 
services which would not be 
economically viable with any other 
airplane. For SAS, the 767 is the ideal 
airplane. It offers the high levels of 
passenger comfort that have made 


SAS famous. It can fly all SAS routes 
nonstop and more often. And the 767 
has the economics to win in tough 
international competition. 


BOEING 





When the business 
has made a profit, 
how does the 
Corporate Treasurer 
explain a loss? 





You know that foreign exchange rates are 
O 


P 


notoriously fickle. And can turn profit into 
loss overnight. 

Yet to hedge fully is not necessarily the 
right solution. Whichever way you turn theres 
risk involved. 

Thus it makes sense to turn to NatWest. 
Because Risk Management is our business. 

And this is how it can work for yours. 


Well assign you an Account Executive. 


He can provide options against an abrupt 


He'll help you draw up a strategy tailor-made reversal of your projections or an aborted over- 
to your needs. seas contract. 

To stabilise the exchange risk he'll propose With. Forward Exchange Facilities he can 
an imaginative financial package. cover you against long term risk. 
His hedging vehicle could involve the use Few banks, if any, can deal from such a 
of currency baskets. position of strength. 


Australia: 177326 - Bahamas: NS20111 - Bahrain: 8559 - Belgium: 21208 - Canada: 06-22572 - Federal Republic of Germany: 416500 * France 


Netherlands: 50641 - Singapore: 2849] - South Korea: K33 282 - Spain: 2357 
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jut then. it does help to be AAA rated. balance sheet in your favour. Call your local Chief 


have an asset base of over US$160 billion Manager at National Westminster Bank PLC: 
and a network dealing in the key financial in Hong Kong Roger Lacey on 852 5-247071; 
centres of the world. in Singapore Mike Brigden on 65 2204144 or in 


Discover how Risk Management can tip the Japan Tony Hodge on (03) 216-5301. 


Risk Management by NatWest « The Action Bank 


10393 - Gibraltar: 2114 * Greece: 216673 - Hong Kong: 61672 - Ireland: 25166 - Italy: 320663 - Japan: 28292 - Malaysia: 33044 - Monaco: 489588 





weden: 15050 * Switzerland: 812186 - UK: 885361 - USA: 233563 - USSR: 413258 


SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 





1735 


BLANCPAIN 





Faithful to the traditional art of watchma- 
king, each watch is still assembled, pol- 
ished and finished by hand by the indivi- 
dual watchmaker. 


In all, only four ladies’ watches and six 


Available in London; men's watches, each individually signed 
Carringtons, Mappin & Webb, David Morris, Garrard, London Hilton and numbered, leave our workshops at 
Jewellers, Watches of Switzerland, The Watch Gallery, Tyme the end of the day 
and: 


3ARCELONA Soler Cabot BRUXELLES Frotmann DUSSELDORF Blame, Wempe FRANKFURT Fnednch, Wempe GENEVA Benoit de Gorski, Bonja, Chimento, Facet, Golay Fils & Stahl, Zbinden GENEVA-AIRPORT Comptoir de 
horloger# HAMBURG Becker, Wempe LUXEMBOURG Schroeder MADRID Suarez MUNCHEN Hemmerle, Huber, Wempe MONTE -CARLO Buccellan, Van Hubrechi PARIS Artan, Bucteltau, De Padlene, André Col, Wempe Cérésole 
ROMA Ansu, Capuano WIEN Canus & Binder, Hubner ZURICH Barth, Galli, Gut. Meister ZURICH -AIRPORT Turer 

oformation by BLANCPAIN SA - CH-1348 Le Brassus - Switzerland - Te 459 420 Tel. MOAI- 21 85 40 92 


Shopping centres fly high 


rises in rental values since 1983 have pro- 
vided a free ride to a host of other British 
companies. Cashing in on property values 
has been a way for companies to make 
money outside their main lines of business. 

Experienced contractors like George 
Wimpey and Taylor Woodrow have long 
been closet property companies. In 1987 the 
former made £20m ($33m) from property— 
just under a quarter of its total from con- 
struction. The boom has attracted less obvi- 
ous entrants into the property market. Last 
year, property leases and development 
projects earned British Rail £263m; it is now 
working on two megaprojects in London 
covering a total of 10m sq ft. The recently 
privatised British Airports Authority has 
bought a specialist property company to 
-^pitalise on its large property bank. 

Other companies with big holdings 
have turned property entrepreneur. Grand 
Metropolitan's current revaluation will add 
some £800m to its £2-billion portfolio of 
5,000 British pubs, restaurants and betting 
shops. Grand Met's new property-manage- 
ment company, Grand Metropolitan Es- 
tates, is trying to persuade pub landlords to 
accept normal 20-year commercial leases— 
with five-year rent reviews. 

The most aggressive pseudo-property 
magnates have been retailers. In 1982 Wool- 
worth started to charge all of its stores a 
market rent; the implicit threat was that 
floor-space could be rented to other users. 
Since 1987 Woolworth, through its special- 
ist company Chartwell Land has redevel- 
oped old sites. In the year to January 1988 
Woolworth's £800m property portfolio 
brought in £52.4m (2896 of the group's 
profits before interest and tax) plus £35.2m 
from selling and leasing back property. 
Other retailers have been even more ambi- 
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tious. Last year Dixons, an electrical-goods 
chain, singlehandedly developed a 70,000 sq 
ft shopping centre in Cardiff. Even Boots, 
one of the least bold, has cleverly used the 
enormous potential revaluation of its prop- 
erty as a form of "white knight" —likely bid- 
ders find it hard to pin a price-tag on the 
company. 

Are these strategies now set to end? 
Don't bank on it. Though Richard Ellis, a 
firm of chartered surveyors, forecasts that 
there "will be less potential for rental 
growth over a one-to-three-year period than 
over the last three years”, capital apprecia- 
tion is continuing. Only some pockets of the 
property market—City of London offices, 
some retail developments—look seriously 
overbuilt. As Britain's boom shifts north 
and west of London, both rent rises and cap- 
ital appreciation are to be had in the prov- 
inces. A fund manager tells of office build- 
ings in Leeds that have quadrupled their 
value in a little over a year. 

If British property does turn down, 
some firms could use their expertise abroad. 
Dixons, for example, wants to increase the 
non-British-retail part of its property portfo- 
lio from its current 4096 share, and is look- 
ing at West German and Belgian shops. 

British firms can, however, be caught 
out abroad. The cycles of America's prop- 
erty market are usually faster than in Brit- 
ain, which has meant that some British firms 
have been left holding lots of property at a 
time of oversupply. Better, perhaps, to 




















OU KNOW about Unilever and 
Royal Dutch/Shell; now welcome 
Pearsevier, which is what the latest An- 
glo-Dutch corporate hook-up should be 
called. Pearson, a British publishing- 
based conglomerate, and Elsevier, Hol- 
land's largest publisher, are getting en- 
gaged. Pearson (which through the 
Financial Times owns 5096 of The Econ- 
omist) has issued new shares worth 8.796 
of its enlarged capital. These go to 
Elsevier; in exchange, the British com- 
pany takes 15.496 of the Dutch one. 
The two companies have long ad- 
mired each other; some Pearson direc- 
tors wanted a formal link with Elsevier 
before now. Together, the Addison-Wes- 
ley-Longman subsidiary of Pearson and 
Elsevier's scientific-publishing arm will 
be one of the world's biggest educational 
publishers. There may be joint ventures 
in the newspaper feld. Among other 
newspapers Elsevier owns Handelsblad, 
Holland's biggest evening rag. 
Why choose to move the flirting from 
the peck-on-the-cheek stage to heavy pet- 
ting? The coming single internal market 


Publishers and predators 


— ———— 


adopt the apparent strategy of Grand Met. 
Within six months, this year, it sold 800 
pubs and put its chain of Inter-Continental 
Hotels on the block. With the proceeds it 
seems to want to buy brands, of everything 
from Irish whiskey to confectionery. This, 
the stuff of new-fangled analyses in business 
schools, is old-hat to lawyers. All the com- 
pany wants to do, it says, is swap assets in 
real property, like land, for those in intellec- 
tual property, like trademarks. Each type 
can be made to sweat as easily as the other. 





Dwindling 
dynasty 


IG changes are in the offing at Krupp, 

the troubled 177-year-old West Ger- 
man industrial group, which is one-quarter 
owned by Ayatollah Khomeini. Once West 
Germany's biggest company in terms of 
sales, Krupp now languishes in nineteenth 
place, with sales last year of only DM14.1 
billion ($7.8 billion) compared with 
DM67.5 billion at Daimler-Benz, the new 
number one. All Krupp watchers, including 
a few optimists about it, agree on one point: 
things cannot go on as they are. 


The name of Krupp used to be identi- 





in 1992 plays a part. Up to now, the lead- 
ership in the race to pan-European pub- 
lishing dominance has been shared be- | 
tween France's Hachette and West | 
Germany's Bertelsmann. Pearson sig- | 
nalled it wanted to be taken seriously | 
when it bought Les Echos, a French fi- | 
nancial paper, earlier this year. | 
Only the pure at heart would believe 
that 1992, the year's most tired reason 
for corporate deals, explains all. The new | 
issue dilutes Mr Rupert Murdoch's hold- 
ing in Pearson to less than 2096, and 
adds to the block of shares which Pear- | 
son's board could regard as friendly | 
should he ever decide to launch a full | 
bid. Since he has just paid $3 billion for | 
America's Triangle Publications, Mr | 
Murdoch was anyway unlikely to bid for 
Pearson. With Pearsevier to contend 
with, he will probably go away. Mr Rob- 
ert Maxwell, another publisher, did not | 
think the deal made much sense. But | 
then he owns shares in both the newly | 
engaged companies and, like Mr Mur- 
doch, will now find his charms are even 
more resistible. | 
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Beitz’s baby 


fied the world over with arms, steel and Ger- 
man industrial might. Now it tends to be 
identifed domestically with boardroom 
squabbles, worker protest and sagging prof- 
its. Small wonder that Iran, the company's 
embarrassing big shareholder, wants out. 
Since the Shah decided this was how to in- 
vest his petrodollars in 1974, lran has 
pumped at least DM1.3 billion into Krupp, 
taking a 25% stake in its parent company, 


. Fried Krupp GmbH, as well as separate 


holdings in its steelmaking arm and a Brazil- 
ian subsidiary. In return it has reaped puny 
dividends (less than DM50m since 1980) 
and little, if any, of the technology transfer it 
had originally hoped for. 

Many of the rows centre on Mr 
Berthold Beitz, 75 on September 26th, a 
temperamental "man with a mission" who 
has been the biggest gun at Krupp for over 
three decades. As head of both the Krupp 
supervisory board and the Alfried Krupp 
von Bohlen & Halbach Foundation, which 
has the 7596 of the parent company not held 
by Iran, Mr Beitz checks every detail. He 
reckons he knows what is best for Krupp, so 
chief executives who disagree get short 
shrift. The company ran through four of 
them in the 1970s. 

Mr Wilhelm Scheider, who took over in 
1980, has lasted longest. He has a soft-spo- 
ken, diplomatic manner which used to help 
him get on with Mr Beitz, though relations 
are now strained. Mr Scheider can point to 
some real successes. He diversified away 
from steel —which now makes up only one- 
fifth of group sales—and cut big loss-makers 
like shipbuilding. He has made other re- 
peated stabs at reorganising the sprawling 
company, but Krupp's basic problems re- 
main—unclear lines of command, too little 
co-operation between divisional fiefs, and a 
lingering reluctance (which has its roots in 
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Krupp's paternal tradition of "social 
responsibility") to prune sectors not 
pulling their weight. 

Recently the problems turned ug- 
lier. Profits last year plunged 6796 to 
DM42m, mainly because of big losses 
in plant-making. Angry workers, fear- 
ing for their jobs, broke in on a man- 
agement meeting at Villa Hügel near 
Essen, once the untouchable Krupp 
family seat. Several senior executives 
have left under a cloud. Mr Scheider 
is still there, but surely only just. Af- 
ter hearing bitter complaints from an 
Iranian representative in June, the su- 
pervisory board failed to give its regu- 
lar formal expression of confidence to 
Mr Scheider and his team. If it does 
not do so at its next meeting in Octo- 
ber, heads are likely to roll. 

Despite its problems, Krupp has 
some pearls, especially in defence 
technology, electronics and plastics- 
processing machinery. That is why 
potential buyers are sniffing around 
lran's stake. One sniffer is alleged to be 
Lonhro, the British conglomerate which 
took a half share in Krupp's trading arm, 
Krupp Handel, earlier this year. Two big 


German banks with long-standing links to 
Krupp, Westdeutsche Landesbank and 
Dresdner Bank, are definitely interested. 
They reckon that if Iran's holding can be 
picked up cheaply (along maybe with part of 
the Krupp Foundation stake), they can 
eventually make a hefty profit selling on the 
shares to the public. 

Westdeutsche Landesbank carried out a 
similar transaction last year, heading a syn- 
dicate which bought Iran's 26% stake in the 
Deutsche Babcock engineering company 
and sold it on to the public. But Krupp is a 
trickier case. Krupp would first have to be 
legally converted from a GmbH (limited li- 
ability company) to an Aktiengesellschaft 
(public limited company). It would also need 
a major shake-up, with restructuring and 
new management, if there were to be real 
hopes of a buoyant share flotation—though 
big changes look essential whatever hap- 
pens. Last, but not least, the Krupp founda- 
tion has the right of first refusal to Irar 
stake. As usual, that gives Mr Beitz decisive 
influence. He has not made clear which solu- 
tion he favours. With Iran keen to find 
funds after its long war with Iraq, he will 
need to be clear soon. 





Auf Wiedersehen, Roops 


ICTURE a perfect environment for 

pan-European satellite television, 
and you could do worse than West Ger- 
many. A third of its population speaks 
English. The big state-run television sta- 
tions, ARD and ZDF, are so boring that 
most Germans can only stomach two- 
and-a-half hours of them each day. Ger- 
mans are rich enough to buy all the satel- 
lites and cables they want. 

West Germany, however, seems 
oblivious to the charms of both Mr Ru- 
pert Murdoch's Sky Television and Su- 
per Channel (now owned by Virgin and 
four British independent television com- 
panies, but in discussions with United 
Cable of America). As the chart shows, 
the two pan-European stations have now 
dropped below a 1% market share—bad 
news for their backers who are allegedly 
losing more than £10m a year each. 

Mr Chris Morley, international me- 
dia director at Lowe Howard-Spink & 
Bell, told a recent conference run by The 
Economist that this provides a pointer to 
the future: Euro-viewers may watch a 
programme in a foreign language when it 
is uniquely entertaining—but not if 
something of equal interest is transmit- 
ted in their first language. The two En- 
glish channels have been squeezed out by 
two German-speaking private stations, 
SAT] and RTL+, which have been selling 


Germans the same soaps as Sky and Su- 
per Channel, but dubbed into German. 

Despite these setbacks Mr Morley 
reckons that pan-European television 
has a future—as long as its programmes 


Viewing in West German cable/satellite 
homes, by station 





are focused on specific kinds of viewer. 
Mr Murdoch has the cash to keep Sky 
going and he is planning new stations 
aimed at two pan-European pursuits: 
sport and business. Mr Morley forecasts 
that Super Channel will also concentrate 
on business viewers. And the European 
version of America’s MTV relies on the 
sort of music which has unscrambleable 
lyrics anyway. 
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inufacturing | 
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bumpers and dashboards into a 


THEN America's three big car manu- 
WV V facturers decide to form their first 
joint venture it suggests either that some- 
thing is about to shake the industry, or that 


there is a spectacular howler in the offing. 
General Motors, Ford and Chrysler want to 
‘team up to pool their research on plastic- 
ased composite materials, from which 
‘some aeroplanes are already being built. If 
all the car manufacturers follow suit, it 
would revolutionise their manufacturing 
Ocesses ahd make composites—the usual 
m for reinforced. plastics—one of the big- 
st businesses of the twenty-first century. 
Reinforced plastics remain manu- 
uring's Cinderella—long considered too 
ly and too costly for many of the mass- 
oduction techniques used by carmakers. 
xir main advantage, as per- 
ived in the 1970s, was their 
htness compared with metal: 
itherweight cars and aeroplanes 
e less fuel. When oil prices fell in 
e mid-1980s, that advantage 
emed to evaporate. | 
< Composites are now making a 
meback for other reasons. Al- 
ough fuel prices are still low, . |! 
hter aeroplanes have a different 
arm in today's cut-throat mar- 
t. Using the same amount of © | 
el they can either carry more 
passengers to relieve airport con- 
estion, or fly the same amount of - 
passengers farther on non-stop routes. The 
new materials can also be used to build aero- 
planes in different ways to produce a variety 
_ of savings in manufacturing costs. 

~The American carmakers now see simi- 
lar advantages, but they need government 
approval for their joint venture under anti- 
trust rules. The companies want to avoid do- 
ing the same research three times, and to 
- share their costs. Detroit argues, "that's the 
_ way the Japanese do it.” Japan is the hottest 
- competitor in motor manufacturing. Some 
western car companies reckon plastics will 
help them match Japan's pace. . | 

~ The motor industry is also turning into 
a global business, rather as the aerospace in- 
dustry already is. Nowadays, the same car 
an be designed in Tokyo, manufactured in 
Detroit and sold in London. Carmakers 
eed to build lots of different versions of the 
same vehicle, as aeroplane companies do, to 


launch new models more quickly. That re- 





Bashing the metal out of cars 


usiness of making cats. They are chan | | 3 
f basic material for the world's biggest 
manufacturing industry. Here is one area where the coming together of cat 

makers and aircraft manufacturers may make some sense | | 





target their markets more precisely and 








fter an over-trumpeted start, plastics are making rapid inroads into the 


ing from being a peripheral source 


quires flexible manufacturing systems—less 
regimented than the sort Henry Ford in- 
vented to build hundreds of thousands of 
identical units. 

Plastics make "customising", restyles 
and the launch of new products cheaper and 
faster. Some seers suggest that re-tooling a 
factory to produce a new plastics-based car 
will cost only one-fifth as much as doing the 
same for a metal one. Components can also 
be consolidated into one unit, as aircraft 
tails already are, rather than welded or riv- 
eted from lots of different metal parts. 


Plastic pitfalls : 

The car companies need plenty of informa- 
tion about new materials: for instance, will 
they crumple in a way which protects the oc- 


cupants of a car in a crash, and can simple 
repair methods be developed for garages to 
use? Many answers will not emerge until, 
like the aerospace industry, car companies 
gain more experience with the materials. 
Aerospace companies began cautiously, 
replacing some metal structures in airliners 
with composites in areas not subjected to 
heavy stresses, Now they are moving to big- 
ger bits. Europe's Airbus Industrie uses a 
complete composite tail on one of its airlin- 
ers—the A320—and has calculated that if it 
made a complete fuselage out of composites 
it would reduce the aircraft's weight by 3596. 
Some small high-tech aircraft, like 
Beechcraft’s Starship business aircraft and 
the Osprey (a helicopter with rotors on the 
wingtips which tilt forward so that it can fly 
like a propeller aeroplane), are already being 
built largely out of composites. The Osprey, 
produced by America's Bell Helicopters and 
Boeing, would not have taken off if it had 
been fashioned in metal. . RS 





. _ terials invol 
factory, including giant ovens called auto- 
claves to mould shapes under heat and pres- 


» 








Much of the extra cost of using new ma- 
es setting up a different type of 








sure. Composites also require new labour 
skills, like bonding instead of riveting. This 
transition is not easy for big companies with 
millions of dollars invested in traditional 
manufacturing plant. Some car companies 
hope to use plastics which can be manufac- 
tured with existing equipment—plastics 
which can be stamped rather than moulded. 
There are plenty of unknowns. Aero- 
space companies, for instance, discovered 
that when composites are joined to metals a 
corrosive reaction can occur, so special insu- 
lating materials have to be used in the joints. 
Carmakers can learn much from the aero- 
space industry—which may prove one bene- 
fit of their recent diversifications into aero- 
space. Chrysler, for instance, owns 
Gulfstream, while West Germany's Daimler- 
Benz group is seeking control of that cout 
try’s big aerospace company, Messerschmitt- 
Bélkow-Blohm. British Aerospace has 
diversified. into carmaking by taking over 
BritainsRovergroup. |. — 
Some car companies are already learn- 
ing how to use plastics in volume produc- 
tion. General Motors has devel- 
oped a plastic-bodied van-like 
vehicle code-named the GM-200. It 
will use an aluminium frame with 
- body panels made from a compos- 
ite material called smc. The panels 
will be stuck, not bolted, on to the 
frame. GM reckons full production 
of the vehicle could reach 225,000 
a year. Ford is thought to. have a 
similar project under way to.pro- 
duce a plastic-bodied light truck: 
Mass-market cars using com- 
posite panels will follow. Italy's 
Fiat already uses a back-hatch 
made from thermoplastic resin € 
its new Tipo small car. It is made from ju 
two shells, pressed and glued together by ro- 
bots. The robots can make a hatch every 132 
minutes and the material can be painted 
along with the metal bodyshell. The suppli- 
ers of the new materials, especially chemical 
companies like Dow Chemical and Du Pont 
in America and Britain's BP, reckon ad- 
vanced new plastics and composites will oust 
more metal in manufacturing, although it 
may take five-ten years for the technology to 
be accepted. 
Old technologies, though, have a habit 


of catching up. Boeing is using advanced 


aluminium alloys to make a new, lighter ver- 
sion of its 747. Light metals can also be used 
to reinforce plastics, with a matrix of fibres 
of aluminium or titanium. Ceramics can be 
used, too, to make plastics withstand high- 


temperatures in car and jet engines. Tomor- 
 row's cars and aeroplanes will be a mixture 


of metal, plastic and pottery. 
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Japan makes’ a bid for the 
merger business 


TOKYO 


SAKA'S Sanwa Bank may be about to 
create a little bit of history in London. 
If all goes well, it will become the first Japa- 
nese bank to be involved in a takeover of 


one non-Japanese company by another. The - 


deal, between two British food companies, is 
worth a modest £10m ($17m), but it is the 
latest sign of the. growing ambition among 
big Japanese financial institutions to be- 
come leaders in the international merger 
d acquisitions (M&A) business. | 
So far Japanese banks and securities 


houses have acted only for Japanese firms - 
looking to make acquisitions abroad. In 
1984 there were fewer than 60 such pur- 


chases. Last year, for the first time, the num- 
ber of outward Japanese M&A deals ex- 
ceeded domestic ones: by 228 to 219, 
according to Yamaichi Securities, a big To- 
kyo securities house and the leading Japa- 
nese M&A specialist. 

Some of the deals have been big: Nip- 
pon Mining's $1.1-billion purchase of 
Gould, an American computer maker, in 
August; the $2.6 billion acquisition of Fire- 
stone Tire & Rubber earlier in the year by 
the Tokyo-based Bridgestone Corporation; 
-and Sony's $2 billion: purchase. of. CBS 
records last November. Yet most Japanese 
deals are small, typically worth $10m-30m 
each. On one count, Japanese companies ac- 
quired 106 American firms last year for a to- 
tal of Y800 billion ($5.5 billion). That is a 
i epi in Lene ocean à among.: 2,000 M&A pea 





worth a total of $150 billion in M&A-mad 


America last year. 

Two connected events have spurred the 
ríse in the size and number of deals involv- 
ing Japanese companies since 1985. The 
forced appreciation of the yen against the 


dollar since that year has made foreign com, 


panies cheaper to Japanese firms. 

At the same time, the restructuring of 
many companies, which the high yen hur- 
ried forward, has pressed manufacturers 
into taking the M&A short-cut either to 
move their operations offshore or to 
reorganise their domestic businesses. They 


can no longer afford the time to develop 


new businesses and technologies, and to di- 
versify abroad by their traditional route of 
greenfield start-ups. That has made Japanese 
managers think about acquisitions in a way 
not seen since the last takeover boom in Ja- 
pan in the early 1970s. 

Japanese banks and securities houses see 
this as an opportunity to enter a growing 
fee-earning business. Many of them expect it 
to double in volume within three years. The 
unification of the European Economic 
Community's market in 1992 has set off a 
surge of mergers there. Japan's direct invest- 
ment in America is also bound to rise. » 

Nomura Securities has shown it does 
not intend to be left at the starting gate. 
Hence its readiness to spend $100m for a 
2096 stake in Wasserstein Perella, the New 
York M&A boutique set up by Mr Bruce 





three out. of ten Japanese takeovers o 
. eign companies have resulted in fina 


~ good companies to buy, partly because 


ton, Merrill Lynch and Morgan Stan 

























































Wasserstein and Mr Joseph Perella 
they left First Boston in February. 
The enthusiasm of Japanese financie 
for M&A may be greater than that of the 
Japanese corporate clients. Japanese manag- 
ers have turned to M&A for strategic rea 
sons, but many say they are having second 
thoughts about mega-M&A deals. The 
Bridgestone-Firestone deal has been a par- 
ticular warning. Bridgestone was dragged 
into an unwanted bidding war by Pirelli 
ter makihg an agreed offer for Firestone. lt 
ended up paying three and a half times as 
much as it originally intended-—and - 
debt burden it incurred is hurting. 
Mr Hideyuki lijima of the M&A Japa 
stitute, àn M&A consultancy, reckons 


problems for the purchaser. Konica's 19€ 
acquisition of Fotomat, an American sna 
shot-processing chain, is still costing 
money. Dai Nippon Ink, which boug 
oe Chemicals for a then r 
$550m, has found problems PEE E 
s management z 

The Japanese find it difficult to p 


are being offered such a wide choice. W 
erners wishing to sell a company these ¢ 
often turn first to the Japanese. All Japan 
M&A specialists have American and. 
pean investment bankers queueing at 
doors with lists of possible targets. Man 
eign investment banks—including First Bo 


keep M&A teams in Japan. But lapi 
banks and securities houses are afraid t 
could be sold pups. 

By international standards, lapane 
M&A teams are small. Yamaichi Securi 
has a staff of only 30 M&A specialists in. 
kyo, plus ten abroad. When it started it 
M&A team in 1973, it was only two strong. 
Sanwa Bank, which along with Mitsubish 
Bank is the leading bank in the business, has 
a staff of 14 for domestic M&A. Another: 
are spread thinly across its offices in Ne 
York, Los Angeles and London. By com 
parison, First Boston has 160 M&A st 
worldwide. 

Staff, like the numbers of deals, are in: 
creasing because Japanese clients of dom 
tic. banks and. securities houses are becot 
ing less passive towards M&A. In the past fe 
years many big Japanese companies have 
up their own M&A departments. | 

One sign of how attitudes towards M& 
in Japan are changing is that the banks 
longer have to hide their M&A teams in 
corner of their international-finance depa 
ments to remain, respectable. Another. 
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First hall at annual rate 


at the banks can now charge fees to their 
panese clients for M&A advice. Until the 
st couple of years, Japanese firms expected 
&A services to be provided free as part of 
e banking relationship. Often the only 
ay a Japanese bank could make money on 
rly deals was to have a foreign partner. 
»e foreigner could charge a fee, which was 
rreptitiously split later with the Japanese 
bank that had done most of the work. 

A third sign is that the banks’ M&A 
ams are starting to win M&A business from 





- SAKA 


AT has happened to Mr Yusuji 
Ikeda? The chairman of Cosmopol- 
- itan, a now defunct investment company 
^ with a reputation for greenmailing, was 
. last seen at Shin-Osaka station on August 


.was going to Tokyo. He has not been 
-heard of (or from) since. 
— Some people in Osaka think Mr Ikeda 
may simply have done a bunk. Cosmopol- 
* itan went bust last month, owing ¥70 bil- 
< lion ($523m) after its Y 100 billion specula- 
co tive investment portfolio turned sour. 
© The share price of its latest prey, Takuma, 
a maker of boilers in which Cosmopolitan 
became the main shareholder with a 2796 
stake, has fallen fast: from a peak of 
¥2,200 ($16.50) in May 1987 to less than 
Y880 now. Stockbrokers in Tokyo say 
that the company's shares were being 
* dumped in early August, as soon as they 
> fell below X 1,000. 
. Last January Mr Ikeda boasted that 


. "Cosmopolitan is eternal". Some feared 









^ bank on. The company's creditors include 
J financial companies thought to be fronts 
_ for yakuza, the Japanese mafia. 

~ Cosmopolitan had an opportunist his- 
tory. lt started as a jiageya, a company 
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groupings. It 


. 12th, when he told his secretary that he - 


veven then that this was not an eternity to 


ide. their owr 

used to be unimaginable fo 
company in, say, the Sumitomo | group: to go 
to any bank apart from its main banker, 
Sumitomo Bank, to get a banking service 
such as M&A advice. Now the M&A teams 
with the best reputations are starting to at- 
tract such clients. 

Things will still move fairly slowly. The 
pushier attitude being taken by Japanese 
managers towards M&A internationally will 
not lead soon to gunslinging deals in Japan 
of the sort that have heaped fame, fortune 
and felonies on young investment bankers 
on Wall Street. True, Japan has its own ver- 
sion. of arbitragers and greenmailers (see 
box), and M&A teams are sniffing out more 
deals at home as much as they are abroad. 
But the buying and selling of companies re- 
mains a mostly gentlemanly affair in Japan. 

It is even harder to imagine foreigners 
shooting their way in. There was an un- 
wanted and unsuccessful bid in 1985 by an 
American investment group for Minebea, a 
ball-bearing company with a reputation for 
foreign takeovers itself. The reaction to it 
showed how readily the Japanese business 
establishment closes ranks against an out- 
side threat. 

As the table shows, there have igi few 
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Murder on an Orient express? 


that parcelled up small plots of lands into 
bigger plots for sale to developers. Land 
dealing is a business riddled with shady 
connections. Cosmopolitan then diversi- 

-fied from the booming property market to 
the booming stockmarket. Ir became a 
shite-suji, an investors group that buys 
into small listed companies, driving up the 
share price. These groups sometimes then 
threaten to replace the management un- 
less they either buy back the shares at a yet 
higher price or sell the group's assets (of- 
ten land). Shite-suji means “speculative 
connection’, but translates better as 
greenmail. 

About 10% of the companies listed on 
the first section of the Tokyo Stock Ex- 
change are thought to be the targets of 
shite-suji. Cosmopolitan has been linked 
to some of the better-known greenmailing 
raids, including those on Nippon Dream 
Kanko, a leisure group that owns one of 
Japan’s best-known kabuki theatres and 


which was pressed into making a ¥9.5 bil- 


lion loan to a now defunct Cosmopolitan 
property subsidiary. It also had to swap its 
shares in its theatre subsidiary to buy back 
its own shares held by Cosmopolitan. In 
the Takuma raid, the existing manage- 
ment had | to ae off two ene this 








i unb usines there were take- 
overs by the local Japanese subsidiaries of 
firms such as America's Merc or Denmark's 
Nova, which are almost more Japanese than 
Japanese firms in their management. And 
there were oddball mergers such as the Japa- 
nese subsidiaries of Burroughs and Sperry, 
whose parent companies had earlier com- 
bined to form Unisys. 

Any foreign predator in |: Japan has to 
fight through cultural barriers, and then a 
lot of other ones. Most big Japanese compa- 
nies are controlled by the big bank-centred 
industrial groupings through a web of cross- 
shareholdings. 

Even the most SETTE of Wall 
Street raiders must find these difficult to 
penetrate, and they also could not expect 
big returns | on their investment. 
Price/earnings ratios of Japanese companies 
look dauntingly high to foreigners, becau 
Japanese share prices reflect asset values - 
rather than future earnings. In London or 
New York a price/earnings multiple of 50 
looks pretty fancy, even in a takeover. That - 
sort of ratio is common in Japan. How on. 
earth will Japan be able to satisfy America 
and Britain on 1 reciprocity on a chat one? 


year to oust it at extraordinary general 
meetings of shareholders called by 
Cosmopolitan. 

Prudential regulation of share owner- 
ship has never been strong in Japan. This 
has made it easy for greenmailers to build 
up substantial stakes in small companies 
without the company’s management 
realising that it has become a target. 
There are no disclosure laws in Japan. À 
buyer of a share is not required to change 
its registration. l 

To curb the greenmailers, Ministry of 
Finance officials are now floating the idea | 
of requiring all share purchases to be | 
logged with the ministry, and perhaps rul- 
ing that purchases of 5% or more of a | 
company be disclosed. If this particular | 
trial balloon rises, it will make 
greenmailing more difficult—but expect | 
at least a year to go by before anything | 
much is done about it. 

| 
| 
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| 
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| he important thing in the Olympic Games is not winning but taking part? 


Baron Pierre de Coubertin 
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Its everywhere you want to be. 


Obtain the Property Report required b 


The most precious thing you can own 
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e land we're offering is far 
rom the crowds and rat race of 
cities, away from noise and 
pollution. It's nature in an un- 
spoiled state. 

Each ranch is 40 acres or more. 
A really big spread. With controlled 
access that assures exclusivity 
and privacy. We're up in the moun- 
tains of Colorado's glorious San- 
grede Cristo range—the heart of the 
Rockies. Where decr, elk, eagles, 
wild turkey and other birds and ani- 
mals still roam. 

Very few owners will share this 
part of the American Alps, and our 
concept for buyers is simple: A 
large, desirable piece of property, 
offered with financing and full 
buyer protection. You can build 









y Federal law and read it before signing anything. 
No Federal agency has judged the merits or value, if any, of this property. 
Equal Credit and Housing Opportunity. 


here if and when you want. You 
may use it as a base for vacations, 
for cross-country skiing, hunting, 
fishing, hiking, camping and all 
kinds of outdoor sports and fam- 
ily fun. 

It's the perfect place to acquire 
a substantial part of the American 
dream. Here you will taste life on 
the scale it was meant to be lived. 

Forbes Magazine's division, 
Sangre de Cristo Ranches, put this 
project together based on ie 
many requests received over the 
years for a really large tract of 
land. Through Forbes Wagon Creek 
Ranch, we're pleased to be able to 
share a part i it with you and your 


family. We've ranched this area 
for almost two decades and plan to 





to come? 

be around for generations to 
come. Our neighboring Forbes 
Trinchera Ranch covers over 400 
square miles, which is our firm 
commitment to the future of this 
unspoiled paradise in Colorado. 

Ranches here start at $30,000. 
It's not a small sum. But unlike 
paintings and jewelry or new cars, 
this ownership extends past your 
lifetime and the lives of those you 
love to guarantee your own sub- 
stantial heritage in America the 
beautiful. 

For complete information, 
without obligation, call 01-223- 
9066 or write to: Forbes Europe, 
Old Battersea House, 

30 Vicarage Crescent, L1 
London SW11, 3LD England. 


Wagun Creek 


Ranch. i 
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The gilt market's vanishing act 


and the government, a 
needs to borrow 


FS the first time in half a century, the 
British government is about to start 
paying back some of its £200 billion ($340 
billion) of national debt. This is bad news 
for gilt-edged market-makers, who make 
more money from dishing out new gov- 
ernment paper than trading or retiring 
the existing stuff. So far this year, the gov- 
ernment has redeemed a net £1.2 billion 
of gilts. True, gross sales of new gilts are 
currently running at an annual £8 billion: 
but that is small beer compared with the 
volume of sales in the early 1980s. 

In those days, three jobbers (old-style 
market-makers) hogged the show and 
earned an annual return of 50% on their 
(small) capital. After Big Bang on October 
27 1986 got rid of fixed commissions and 
single capacity (which meant that jobbers 
could not deal directly with the public), 28 
market-makers joined the scrum. To- 
gether, they pumped about £600m of cap- 
ital into the market. For their pains, they 
are losing more than £50m a year—an av- 
erage negative return on capital of almost 
10%. The four largest firms—Phillips & 
Drew, Warburg Securities, Barclays de 
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(part of Midland Bank)—together ac- 
count for nearly four-fifths of all trading. 
Only Montagu is probably managing to 
cover costs. 

Last year, the gilt market was the best- 
performing of the main government-bond 
markets; overseas investors, particularly 
the Japanese, rushed in. Yet, despite 
record trading volumes, only a handful of 
(mainly small) market-makers made any 
money, so narrow were the spreads, so in- 
tense the competition. Since then, turn- 
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over has slumped by a third. In longer- 


| dated issues, trading has halved, thanks to 
| investors’ worries about inflation and a 
| ballooning current-account deficit—and 
| the impact they might have on sterling. 
That matters to traders: traditionally, they 
make most of their money in long-dated 
gilts because their greater volatility means 
wider—and hence potentially more prof- 
| itable—dealing spreads. / 
| Now that the primary market looks set 
| to wither, why are such a glut of masochis- 
| tic firms still committed to the market? 
Some houses are wedded to their bull- 
market strategies of keeping a presence in 
most of the world’s leading markets, hang 
the cost; others have too much pride to 
shut up shop. 


Meer mre m: 








Zoete Wedd and Greenwell Montagu. 








London’s gilt-edged (government-bond) market is feeling unloved. In- 
vestors at present get higher returns by keeping their cash in the bank; 
er centuries of pleasing the market, no longer 
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Some firms, though, have done just 
that-—for instance, Lloyds Bank, Chemi- 
cal Bank and Citicorp. But these houses, 
despite the size of their parents, were only 
ever minnows in gilts. Besides, two of the 
biggest Japanese securities firms, Nomura 
and Daiwa, have this vear won licences to 
trade gilts. If the American Treasury bond 
market is anything to go by, Nomura will 
be prepared to lose pots of money in order 
to gain market-share. 


At the same time, the management at - 


many firms is too rigid (and their capital 
bases too weak) to set their traders on to 


other, more profitable, areas of business. 


Only a few houses, eg, S.O. Warburg and 
Barings, two British merchant banks, 
have had much success in this year's resur- 
gence of the sterling corporate-bond mar- 
ket. Issues of corporate bonds in the do- 
mestic and Eurobond markets are 
running at a record £7.5 billion this year. 
Most issues, however, are worth no more 


than £200m, and so suffer from illiquid- 


ity. Investors value liquidity highly, espe- 
cially for non-government issues. The 
British corporate-bond market has a long 
way to go before becoming as established 
as, say, its American equivalent. — 
Some believe that British companies, 


which’ traditionally borrow much less ` 


than American ones, will change their 


. ways. They argue that it is now almost - 













































cheaper (as well as less risky) to issue debt 
rather than equity. Interest payments can. 
be set against tax; so the net cost of debt, 
paying a yield of 10%, is 6.5%—not much 
more than the cost and palaver of a rights. 
issue when shares are currently yielding. 
4.5%. All the same, companies complain _ 
that investors in corporate bonds are now 
demanding too high a yield. The snag is 
that when yields fall it will probably be be- 
cause of slower economic growth. So com- < 
panies will not feel much like borrowing 
anyway. | 


Sauce for the goose 


The traders’ shortage of gilt issues will 
prove as much a headache for the invest 
ing institutions. Currently, they are no 
too keen on holding gilts, with base-rate 
rises every other week. But that wil 
change if inflation starts falling again. 
Then, all things being equal (they rarely 
are), the fall in the supply of gilts should: 
mean a rise in their price and, hence 
lower returns. E 
The chancellor, Mr Nigel Lawson, 
might waggishly quip that there will be 
plenty of government issues to come—i 
the shape of gilt-edged privatisations. In- 
stitutions would fail to see the joke: 
stockmarket colly-wobbles since last Oc- 
tober’s stockmarket crash led British pen- 
sion funds to pull £120m ont of shares in 
the first three months of 1988. 
Privatisation issues—supposedly stodgy 
but high-yielding utilities such as British 
Gas and British Telecom—have fared lit- 
tle better than the rest of the stockmarke 
. Despite the gloom, the end is not nigh 
for the gilt market. The reason is simple. 
The Treasury, for all its seemingly heart- 
less indifference, still needs the market for 
more than its primary function as a source 
of finance for the government's borrow: 
ing requirement. Increasingly, Mr Lawson : 
has turned to currency intervention às a || 
tool of economic policy. Official sales of | 
sterling create liquidity; the government. 
then has to mop this up by selling gilts. 
Moreover, the Bank should now use | 
the blessing of the government's good | 
housekeeping to chop and change the: 
structure of its debt, to lower the cost of 
servicing it. Gilt market-makers already — 
groan that the Bank is getting too good a 
deal at their expense from the year-old 
auctions of new stock. But the Bank could 
usefully please gilt traders and investors 
by having fewer, larger issues, instead of © 
the current. hotch-potch, many of which 
are illiquid. In the meantime, the arch-To- 
ries of the gilt market are doing a very odd ` 
thing: praying for a Labour government. ~ 
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Land of Milken money 


NEW YORK 


HE American government has declared 

war on Drexel Burnham Lambert, a big 
Wall Street investment bank. The Securities 
and Exchange Commission’s. civil charges 
against Drexel are the result of a two-year 
investigation. The 184-page-long civil com- 
plaint is the most sweeping in the SEC's 50- 
year history. It involves a catalogue of al- 
leged securities violations including 
defrauding clients, insider trading, stock 
manipulation and failure to disclose benefi- 
cial ownership. The sec, which has the au- 
thority to file only civil charges, has accused 
Drexel as well as its junk-bond king, Mr Mi- 
chael Milken, his brother Lowell and four 
others. 

Criminal indictments from the Justice 
Department are now widely expected in Oc- 
tober. The surprise would be if there was 
none, for “target letters” have already been 
sent by Mr Rudolph Giuliani, the United 
States district attorney for Manhattan, to 
Mr Milken and four others. Drexel has not 
yet received one. This is presumably an at- 
tempt to put maximum pressure on Drexel 
to agree to an out-of-court settlement and 
co-operate with government prosecutors. So 
far the firm has stood foursquare behind Mr 
Milken. 

These letters inform recipients that they 
are the target of a grand-jury investigation 
which is currently under way in Manhattan, 
and let them know they have the right to 
testify. The delay in issuing indictments is 
pending the end of the grand-jury investiga- 
tion, which is expected to last until the end 
of September. 

Ominously for Drexel, leaks in the 
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American press (which have been a feature 
throughout the nearly two-year probe into 
Drexel) suggest that the government is pre- 
paring racketeering charges against Mr 
Milken and others, and perhaps even 
Drexel iteslf, under the 1970 Racketeer In- 
fluenced and Corrupt Organisation (RICO) 
Act. 

A law originally designed to counter 
organised crime, RICO is deemed applicable 
when an entity or company is charged not 
only with particular crimes but with a con- 
sistent and persistent pattern of wrongdo- 
ing. In effect a defendant can be charged 
twice over, both for the individual offences 
but also for a totality of wrongdoing that is 
deemed a pattern. 

[n RICO cases the goverment enjoys huge 
discretion and therefore huge leverage. It 
could, for example, seek forfeiture of 
Drexel's entire equity. In Mr Milken's case, 
it could seize all his equity interest in Drexel. 
However, before deciding to indict Drexel 
on RICO charges (and criminal charges de- 
mand a much higher standard of proof than 
civil charges), federal prosecutors will need 
to decide whether RICO is applicable in this 
case. It could be challenged in the courts. 

The immediate issue now facing Drexel 
is whether it can continue business as nor- 
mal under this cloud. So far, it seems that it 
can. Despite the gravity of the charges, 
which suggests the SEC may be staking its 
credibility on the case, most of Drexel's 
long-standing clients have remained pub- 
licly loyal. 

An example is Wickes Corporation, 
which is one of two companies the SEC 
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Drexel Burnham Lambert claims was defrauded by Drexel. The charge 


is that during Wickes's takeover of the Na- 
tional Gypsum Company in April 1986, Mr 
Ivan Boesky, the disgraced and jailed arbi- 
trager, bought shares in the target company 
at Drexel’s behest and Drexel subsequently 
profited illegally on the announcement of 
the takeover. Yet Drexel is now advising 
Wickes in a leveraged buy-out of the firm, 
and Wickes has publicly stated that the 
SEC's charges would not affect its relations 
with the bank. 

Many Drexel clients owe much to Mr 
Milken’s ability to raise finance for them via 
the sale of junk bonds. Equally, they remain 
dependent on Mr Milken and Drexel to 
make a market in the junk that has already 
been issued, 

Drexel has so far put on a brave face and 
maintained its aggressively upbeat stance. 
However, despite the investment bank's suc- 
cess in preserving a 5096 share of the junk 
bond market since the investigation bega 
there has been a certain false euphoria in t... 
response to the SEC charges. Drexel's clients 
and employees may protest their loyalty to- 
day. It remains to be seen what happens to- 
morrow when the pressure builds. Nobody 
likes to be in head-on conflict with the fed- 
eral government, least of all financiers who 
just want to be left alone to make money. It 
will also become increasingly harder for 
Drexel to attract new clients and new em- 
ployees. 

These are all good reasons why Drexel 
might want a quick end to the affair. 
Drexel's chief executive, Mr Fred Joseph, 
conceded as much when he said in a state- 
ment in response to the SEC charges: "It is 
unfortunate that these matters could not be 
settled out of court. We are eager to resolve 
them." That it could not probably means 
the SEC was insisting on terms which Drexel 
felt unacceptable, including perhaps Mr 


US high yield market 


Junk bonds outstanding, $bn 
Source: Drexel Burnham Lambert 













el said any 
Stemminy the SEC case would 
-around.$100m. However, Drexel has al- 
idy spent more than $140m on legal, pub- 
lic-relations and other costs relating to the 
investigation. It does not make sénse to 
spend this much if it can settle for $100m. 
The. explanation is that a crirninal charge 
would threaten Drexel with much greater fi- 








nancial penalties—including, under RICO, 


triple damages. Lawyers reckon Drexel 
could end up facing fines and damages of 
more. like $1 billion. This is not 
unaffordable. Drexel is believed to have 
raised its reserve fund for the litigation to 
more than $600m. A private firm, it has 
morë than $2.3 billion-of capital... << - 
But even if Drexel would and could pay, 
say, $1 billion, another big problem dogs 
h a settlement. Any admission of guilt 
uld pave the way for multi-billion dollar 
civil lawsuits from the 16 companies.whose 
shares the SEC suit accuses Drexel of 
manipulating in some way or another. 
Then there is the position. of Mr 
Milken, who is worth somewhere between 
$500m and $1 billion. It would be hard for 
the firm to settle independently of Mr 
Milken because of his position in the firm. 
He is not only the power behind the throne 





at Drexel. Mr Milken in many respects was- 


the founder of modern Drexel. Without the 
junk bond market, Drexel would still be a 
second tier player. The junk bond clients 
seem loyal first to Mr Milken personally, 
and second to Drexel. : 
That means Drexel cannot distance it- 
self from Mr Milken without undermining 
its own franchise, and (conceivably) risking 


Mr Milken telling tales on others in Drexel. 


The tough decision facing Drexel has there- 
fore been whether to settle and risk a 
imping now, or to brazen it out hoping 
ror vindication in court. It looks as if it has 
decided to fight it out. 
One consolation is that with Drexel's 
and Mr Milken's money the case can be 
dragged out for years by the best legal brains 
money can hire. The concern must be that 
multi-millionaire investment bankers do not 
make the most sympathetic of figures in 
court. Nor will Drexel be fighting on equal 
terms. The SEC and the Justice Department 
are full-time litigators with the infinite re- 
sources of the federal government behind 
them. By contrast, even. Drexel has finite 
amounts of cash. It must depend on the ad- 
vice of lawyers whose interest it is to string 
out the case and make a fortune in fees. And 
Drexel must continue to try and run a busi- 
ness while simultaneously dealing with the 
enormous pressures and distractions of liti- 
gation. Guilty or innocent, that is a formida- 
ble prospect. | 

















Acts of setlerent 


A. GLOBAL equity market does not yet 
"A exist, and it will not exist until better 
solutions are found to the problems. in- 
volved in the settlement and clearing of in- 
ternational share deals. This is especially im- 
portant for London, the biggest marker for 
trading foreign shares. This sort of trad- 
ing—ie, deals in shares traded off their do- 
mestic exchanges—took off in the 1980s. 
Dealing technology has more or less kept 
pace. But settlement procedures—the trans- 
fer of securities and money to buyers and 
sellers—have lagged; some have remained in 
the pen-and-ink age. 

The | world's — backward-backroom 
bourses used to include Paris, Milan and 
Hongkong. All three say they are reforming 
by introducing streamlined, computerised 
settlement systems, but each is developing a 
system in its.own idiosyncratic way. No two 
markets have identical ways of settling bar- 
gains, so agreement on harmonised proce- 
dures is difficult. There are big differences 
between bourses in settlement periods, de- 
livery and payment mechanisms, time zones, 
holidays, regulatory requirements and tax- 
ation. Securities are not homogeneous, so 





nobody can introduce the kind of clearing 


system that SWIFT (the international banks’ 
co-operative) provides for the foreign-ex- 
change markets. 

Rivalries between world stockmarkets 
have been increasing, partly spurred by the 
dearth of business since last October's 
crash. That has not helped to 
bring the co-operation needed 
to harmonise the way interna- 
tional equity trades are settled 
and cleared. The problem lies 
in wait to be the regulatory 
nightmare of the 1990s. 

America skirts many of 
these problems in trading in- 
ternational shares by using 
American Depositary Receipts 
(ADRs). These were originally 
devised as a way of getting 
around regulatory restrictions 
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. investors, and puts them at the mercy of 





















on Americans owning foreign securitie 
ADRs are certificates representing oversez 
shares held in trust in the country of origit 
They are cleared in the same way as Amer 
can shares. The disadvantage of ADRs is tha 
they are expensive to create and administer. 
But New York’s problems are small com- 
pared to London's. E 

London is the biggest market for inter- 
national equities, with about £1 billion- 
worth ($1.7 billion) bought and sold each 
trading day. Business has flowed to London: 
in the past decade partly because of the 
City's international reputation, but also be 
cause of deliberate early encouragement 
Some London firms (eg, Kleinwort Bensor 
a merchant bank, and Smith Brothers, ai 
old-style jobber) were early birds in makin 
unofficial ofPexchange markets in forei 
securities. Buyers and sellers flocked in,. 
tracted by continuous dealing and chea 
dealing costs in the days when fixed commis 
sions were the rule on most of Europe’ 
stock exchanges. | 

By the time of Big Bang and the Finan 
cial Services Act (which tightened regu 
tion) London's supremacy as an inter 
tional equity trader was firmly established 
On a.goodish day there is more trading 
some leading French and Swedish shares 
London than in Paris and Stockholm. B 
the majority of those deals are still settled 
their country of origin. That is expensive fo 





























































efficient overseas bourses. 
Madrid and Milan a seller ca 
wait for up to six months to: 
ceive money for securities. _ 
. . When the Internationa 
Stock Exchange (ISE) took ove 
from the old London Stock Ex 
change, it had grandiose plar 
to hog the market for interna 
tional equities by establishing 
centralised clearing system for 
the world's bourses. lt was. 
called Globalclear, but the idea 
flopped. Overseas exchanges 
particularly in hyper-efficient 
New York and Tokyo, were un 
willing to surrender business to. 
London. X 
Only for. Australia and- 
South Africa, which have no 
central clearing house, has t 
. ISE been able to set up a settle 
ment system. London's at 
tempts to become the settle 
ment centre for internation 
equities in Europe and Scandi. 
navia have withered too. 
The isE's plans are no 
tempered by a keener sense o 
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realism, as are those of its member firms 
since the crash. Rather than compete with 
overseas clearing houses, it is building 
bridges with, for example, the Aus- 
landskassenverein in West Germany, 
SICOVAM in Paris and the National Securi- 
ties Clearing Corporation (NSCC) in New 
York. 

A link with Nscc would work like this: a 
London firm sells 1,000 shares in Texaco, an 
American oil company, to a British pension 
fund and reports the deal to the isE, which 
passes the information through its com- 
puter link-up to the Nscc. The transaction 
is cleared through the Nscc, and the shares 
are held in the isE's special account with 
New York’s Depositary Trust Company. 

Note that this rigmarole still involves 
doing business in two continents. The pen- 
sion fund’s shares are lodged overseas; and 
it has to pay for the bargain sooner than it 
would for domestic equities in Britain— 
within five days in New York, rather than at 
the end of the two-week account period that 
it is used to in London. 

What hope for a uniform settlement 
deadline, the most sensible being the rolling 
period of, say, five days adopted by New 
York? Between London and New York, that 
may not be far away. Next year the ISE plans 
a computerised book-entry system for Brit- 
ish shares, called Taurus. Such a scheme will 
do away with the mounds of share certifi- 
cates that change hands at present after each 


stockmarket deal. Clients will only have cer- 
tificates if they demand them. 

The exchange is also bringing in an 
automated trade-confirmation system for in- 
ternational equity deals—a bit like a telex 
answerback. Up to 40% of these deals fail to 
be matched on the first try because of the 
laborious and error-prone way in which 
deals are confirmed. After every trade, 
broking offices hammer out up to a dozen 
telexes to all parties concerned. With moun- 
tains of paperwork coming in and out of 
each office, mistakes can take seconds to 
make—but days to pin down and rectify. 

At the beginning of August, the ISE 
brought in another improvement: Institu- 
tional Net Settlement (INS). Before INS, an 
institution had to settle at the end of the ac- 
count period with every broker and market- 
maker it did business with. INS now gives 
them the chance to make a single payment, 
after the exchange nets out all the business 
they have done with member firms. 

What is to stop the exchange linking 
Taurus to INS, and scrapping its clumsy two- 
week account period altogether? It would 
then be providing the world’s first instant 
settlement service. This is the kind of inno- 
vation which seems to have been seeping 
away from the ISE since Big Bang. That is dis- 
appointing. London should try to regain the 
initiative it has recently lost to other fast-re- 
forming bourses, such as Paris and Frank- 
furt, particularly in their back-offices. 





City stockbrokers 


Serving tomorrow's moguls 


ONDON'S established | stockbroking 
firms continue to sell off their private 
client businesses. Paribas became the latest 
to do so last week, selling Quilter Goodison 
to Commercial Union. Most stockbrokers 
have concentrated on wholesale markets, 
and few of them have been able to make 
money from their private clients. Yet, curi- 
ously, the demand for financial advice and 
stockbroking from Britain's hordes of new 
rich has never been greater. That leaves an 
opportunity for any firm that can resolve 
this contradiction. 
Mr Phillip Rimell is preparing to launch 
a new stockbroking firm with this aim. A 
former chairman of County NatWest Se- 
curities, Mr Rimell's agency stockbroker will 
have over £20m ($34m) of capital and sev- 
eral hundred staff. Mr Rimell is encouraged 
by the early success of another new 
stockmarket firm, set up by another refugee 
from County NatWest, Mr Brian 
Winterflood. The first market-maker to be 
set up since Big Bang, Winterflood Securi- 
ties began trading last month and already 
has a quarter of the market in its chosen 
feld of unlisted stocks. 
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Why should Mr Rimell's new venture 
succeed where firms like Shearson Lehman 
Messell, Security Pacific Hoare Govett and 
Phillips & Drew have decided to quit? Many 
private investors complain that the quality 
of service they receive from existing stock- 
brokers is second-rate. Part of the problem 
is that staff in the big stockbrokers are often 
demotivated. They resent both the heavy 
layers of bureaucracy that weigh down on 
them, and having to support the rest of their 
firm's costs. 

Traditional brokers have seldom both- 
ered to market their services, and have made 
no special effort to win new custom from the 
young generation that has grown richer un- 
der Mrs Thatcher. Mr Rimell's new firm will 
focus on this generation. The venture plans 
to cater for their various needs, such as 
broking, portfolio management, tax advice 
and pensions. Mr Rimell also wants to offer 
these high-spending young entrepreneurs 
advice on corporate finance for their compa- 
nies—at a much cheaper price than tradi- 
tional merchant banks would offer. 

Mr Rimell's recipe for profitability will 
be to lower costs. He sees no need for a pres- 











Aim for their wallets 


tigious City-centre site or high-tech dealing 
rooms. He plans to buy research from other 
firms rather than employ analysts. Settle- 
ment may be farmed out. 

Mr Rimell's firm will face competition 
from the clearing banks and the regional 
stockbrokers—who enjoy lower overheads 
than traditional City firms. The ebullient 
Mr Rimell reckons the clearers will find it 
hard to offer a personal service or high-qual- 
ity advice; and he thinks the regional stock- 
brokers will be pushed to find the best staff. 

Mr Winterflood, like Mr Rimell, left 
County NatWest after it bought a stockbro- 
ker, Wood Mackenzie, last December. He 
took with him most of the 37 staff who now 
make up Winterflood Securities. Despite 
dull markets since the firm began trading in 
August, revenues have so far covered ~" 
costs except bonuses. Winterflood Sec! 
ties seems to have taken on the leacing roie 
in the UsM market that County NatWest 
once enjoyed. Although there are 24 com- 
peting dealers in the usm market, 
Winterflood Securities says it is the only one 
to deal in all USM shares. 

The firm has just £5.1m of capital, but 
Mr Winterflood reckons his firm can deal in 
as large or even larger bargains than better- 
capitalised rivals. A jobber of 30 years ex- 
perience, he counts on his contacts in the 
market—the firm deals almost entirely with 
brokers—to tell him where to find stock. He 
claims that unlike many large securities 
houses, his firm avoids holding fat and ex- 
pensive inventories. 

Both Mr Winterflood and Mr Rimell are 
glad to be working in small ventures. They 
got fed up with the political infighting of 
large organisations—and are envied by 
some of those still stuck in them. 
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BET 


BET Public Limited Company 


(Incorporated with limited liability in England) 

has sold 

Rediffusion Simulation 

‘Hughes Aircraft Company 

a wholly-owned subsidiary of | | l 

GM Hughes Electronics Corporation 


We acted as co-financial advisorto 
BET Public Limited Company in this transaction. 


Bear, Stearns & Co. Inc. 


New York/Atlanta/Boston/ Chicago/l Dal las/Los Angeles/San Francisco 
Amsterdam/Geneva/ Hopem Kon g/ Do Paris/ Tokyo 


lune 1988 








BET 


BET Public Limited Company 


(Incorporated with limited liability in England) 








has sold | 
Rediffusion Radio Systems 
to | 


Rainvale Limited 


a new corporation formed by management and 
County NatWest Ventures Limited 


We acted as co-financial advisor to 
BET Public Limited Company in this transaction. 





Bear, Stearns & Co. Inc. 


New York/Atlanta/Boston/Chicago/Dallas/Los Angeles/San Francisco 
AMARTANI Geneva/ Hong ae London/ Paris/ Tokyo 










f small secondary and tertiary banks. They 
closely studying Texas’ property-related 
anking crisis: There is no cause for panic 
yet—but the increased uncertainty may 
change the way bankers lend out their 
oney; it will certainly affect the amount. 

- Banks in Britain have been piling 
ioney into. aaa By the end of May 
88 £16.7 billion ($30.7 billion) was out- 
tanding to property companies, twice the 
vel two. years previously. Five years ago 
nere were. only a handful of British and 
‘property banks". 

then, Japanese, European and 
ks have waded in. Perhaps 100 
i i LoRdón now want to lend money 






= Interbank Offered Rate (LIBOR), the 


st 35% of the money for a project. Last 
r margins | for some projects dipped to be- 
v.196 over LiBOR (although they have 
ardened recently to 1.25%); and banks 
ave been lending well over three-quarters 
f the cost of a new building. 

None of this mattered while the prop- 
rty market boomed: in the past five years 
aost. British property rents have more than 
oubled. However, the party may now be 
ver—particularly i in the City, where 
lie banks have sunk a quarter of their 
property lending. Some bankers esti- 
mate that there will be more than 
20m square feet of extra office space 
án and around the City by 1992: com- 
are that with demand-projections of 
6m square feet. 

A Officially. the Bank of England 


las en no more than raise an eye- 







































js oe past 18 onis. Bankers 


argins 2 3 percentage points e the 


| nt dates within five years and banks usu- - 
lly demanded that the developers put up at- 


Property binge 
Bank lending to property companies 
End-November 18 


1972 74 76 78 80 82 84 86 88 
Sources: Morgan Grenfell Laurie; Bank of England 


Trust says that its main interest is "west of 
Holborn”. 

Since the stockmarket crash, bankers 
have been more choosy—even for high- 
quality projects. The latest £350m syndi- 
cated loan to finance phases 8 and 11 of the 
successful Broadgate development (on the 
fringes of the City) attracted commitments 
of £550m. But the loan carried a margin of 
1% over LIBOR. A similar pre-crash loan car- 
ried a margin of 0.75% over LIBOR, 

Two other similar-sized loans for devel- 
opments in Spitalfields (east London) and 
Cannon Street (smack in the City's centre) 
took longer to syndicate than their sponsors 
had hoped and some of the more experi- 
enced banks balked at the terms. One of the 
refuseniks reckons that the Cannon Street 


development, which has secured commit- ` 


ments of 11 years from its bankers, needs fu- 
ture rents of over £65 per square foot to pay 


its bankers back—the same level that the 


best property now fetches. 


What crash? 

So is 1974 going to be repeated? Probably 
not, think property financiers. They say: 

@ London still has low vacancy rates. The 
City's is currently less than 3%. In New 
figurei is five times as a hig ; nae Citi- 









rental ¢ Sahin In: 1974 1 most. p da sec- 
ondary banks were’ lending on ovetdraft 
which they tried to call immediately. That 
panicked the market. 

@ The bedrock of the property sector, the 
large property-investment companies, have 


little debt. British Land, for example, aaa 
had to fight for its life in 1974-75, now has 


more than twice as much equity as debt. 
e Property developers look dicier. Most of 
their loans feature a long period (usually 
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May 1988 
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410.7% 













By type of bank 










; ‘Japanese 5.5% 
“4 American 8.4% 
4 Other British 


| Merchant 6.4% 


Retail 46.296 


ited-recourse” basis via off-balance sheet 
companies set up by developers. Ihe banks 
lend to these special project companies, not 
to the developer. So if a building is a disaster 
the banks have no recourse to the developer 
other than the threat that their name will be 
mud in the future. That said, the developers 


usually end up giving cost-overrun (and 


even interest) guarantees. 

@ Developers can now control their costs 
much more than in 1974. Interest rates can 
be hedged through interest-rate caps. Build- 
ing is now quicker and construction compa- 
nies give guarantees, 


. e Although some of the banking newcomers 


to the market run only minimal credit 
checks, the more experienced banks that 
organise the large facilities are more caref ` 
Typical checks would ‘involve forecasti 

forward a scenario with rapidly rising inter- 
est rates, falling rents and ballooning con- 
struction costs. | 

However, many property financiers still 

expect somebody, somewhere to be burnt. 


 Guesses include Docklands residential prop- 


erty and planned "fringe" offices east of the 
City. Others bet on oldish property bought 
for a high price in the auction market which 
the buyer hoped to develop. But nobody is 
owning up to lending to such buyers. 

. À small jolt will not harm the experi- 
enced property financiers: Some have 
pushed up their return on assets to over 5% 
by taking equity kickers in projects. But the 


new market conditions (higher interest rates 


and less rampant rents) will probably change 
the way they lend money. 

Over the past few years developers have 
often renegotiated their loans quickly once 
they have passed the two-and-a-half-year pe- 
riod it normally takes to build and le 
building. Banks agreed since rents were gu.. 
erally higher than expected and interest 
costs lower; banks focused more on cashflow 
than the building's potential value. 

. From now on banks will be more 
dependent on the value of the new 
building as collateral. There is the 
rub. The building has a value only if 
somebody will buy it—and few Brit- 
ish institutions will, particularly if it is 
worth over £100m, as many now are. 
“We can no longer rely on the Nor- 
wich Union to buy every finished 
building", admits one banker. 

Banks could unlock this value by 
-securitising buildings. There is only 
one example so far—Billingsgate, 
which raised £60m. Or they can try to 
find international buyers like Japa- 
nese life assurance companies. Or 
they can turn their own loans into 
long-term mortgiges. ^ | ! 
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Waterstone's Guide to Books. , į 
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For those times when adi vá | 
you cant get out to | 
our bookshop. 


As Gregor Samsa awoke one morning from uneasy dreams he À : 
found himself transformed into a gigantic insect. 

“What has happened to me?" he thought. Td planned ff 
to visit my local Waterstone's this morning.’ 


He would have needed arms and hands to hoist jJ M A 


himself up; instead he had numerous little legs which | | 5 à 
never stopped moving in all directions. 1 


But there was a solution. With great difeuls | 
Gregor rolled his hard, shell-like body over and A f 
reached for his Waterstones Guide to Books. y 

He could browse through more than 60, 0004 


books without leaving his room. 


There were thousands of novels, hard- 44 | VS ee 
back and paperback; a choice of the best j i /À 
titles under headings like Religion and jj $5 
Mythology, Biography and Humour; /f 
even criticisms and analyses by people d ij 
like Susan Hill, Sue Townsend and 
Brian Aldiss. 
“What perfect bedside read- I LY 
ing for bookworms, thought P I e 
Gregor, and, he chuckled, pf h "E 


á 4 * . * 
gigantic insects. 
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tte seems: 
To order your Guide to Books return to: Lucy Gray, Guide to Books, Missions & Co., 193 Kensington: High Street; London W8 65H. UK. gu RR 
Or telephone London (01) 603 1303. | enclose a cheque/money order for £9.95, plus £2:25 p&p. /U.S, $24.95, Or charge my Credit Card Number / 
Y 
Be a A eee er EE Expiry date... .. Credit Card: Diners |] American Express C] Visa(7] Access / Master card C] | \ WATERSTONE'S ] 
Name.. et tng et A T i a a diio. 155 aa s "— Nx. BOOKSELLERS » 4 
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SCIENCE AND TECHNOLOGY 





ocience among the spires 


OXFORD 


The British Association for the Advancement of Science is a long name for 
a long week. Every year it meets to let Paanenag scientists eher round the 
xford an 


same coffee machines. This year the place was 


we have picked 


out pentagons, molecular electronics, sticklebacks and God 


IX the spirits of two different sciences 
and you can serve a heady cocktail. 
Solid-state physics distils its theories from 
the hard, inanimate materials of which elec- 
tronic components are made. Organic 
chemistry prefers the squelchy molecules 
found in living things. Shake them together 
and you get molecular electronics— physics 
looking to biology for its inspiration. 
The idea of making electronic compo- 
its out of life itself was popular in the 
1»/0s. There was talk of revolutionary 
brain-like "biocomputers". The revolutions 
did not come, because the complexity with 
which molecules are arranged in living 
things is probably beyond the reach of twen- 
tieth-century science. But the field still ex- 
cites people. At this year's meeting of the 
British Association, a day's proceedings 
were devoted to its prospects. Papers are 
pouring out of the universities, queues for 
conferences are lengthening. Even without 
breakthroughs, biology may soon help tech- 
nologists to achieve three ambitions: 
miniaturisation, self-assembly and variety. 
e First, miniaturisation. The smaller an elec- 
tronic circuit, the quicker information can 
travel around it and be processed. So the de- 
vices on silicon chips have become smaller 
and smaller; but there are limits to their 
shrinkage. The transistors which make up 
the circuit start to interfere with each other 
if the chips are too small. Biomachinery can 
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be much more compact because its parts are 
individual molecules, which do not suffer 
from claustrophobia. 

@ Organic structures also know how to put 
themselves together. If the molecules which 
make up muscle fibre are dumped in a test- 
tube, given the right temperature and acid- 
ity, they will make a fibre all on their own. 
Like muscle fibres, well-designed molecular- 
electronic devices may one day build 
themselves. 

@ There are a great variety of different 
things that organic molecules can do. One 
will absorb a'certain kind of light, another 
will recognise a particular substance, a third 
will respond to the acidity of its environ- 
ment. Scientists hope to make electronic cir- 
cuits more versatile by incorporating these 
molecules into them. 

Dr. Christopher Lowe of Cambridge 
told the meeting how such molecules might 
be used in electronic circuits known as 
biosensors—a mixture of pure molecular 
electronics and conventional silicon chips. 
Biological molecules can recognise a poison- 
ous substance, and then respond by releas- 
ing or absorbing an electron, or a charged 
hydrogen atom, or heat. That response can 
be translated into an electrical signal on a 
chip, though this is still tricky. Biosensors 
could help to monitor and control chemi- 
cals either in people or in factories, and to 
automate chemical analysis. 


Biosensors are halfway houses. What of 
purely molecular-electronic components? 
Such things may exist one day, but are still 
just a gleam in the margins of theoretical pa- 
pers—such as one published in the Journal 
of The American Chemical Society last 
month by Dr Ari Aviram, employed by IBM 
at Yorktown Heights in New York. Dr 
Aviram suggests a blueprint for a molecular 
switch which would act like a transistor, al- 
lowing current to pass only when it gets a 
signal. 

His device makes use of an unusual 
property possessed by a few kinds of stringy 
biological molecules. If they are missing one 
electron, the other electrons can travel 
along the string—meaning that the mole- 
cule conducts electricity. Add that last elec- 
tron, however, and the highway snarls up: 
none of the electrons can move and the mol- 
ecule stops conducting. If two of these mole- 
cules are put side by side and joined in the 
middle like an "H"—one of them freely con- 
ducting electricity and the other 
blocked—the switch is in place.To flip it, 
one electron must be forced across the 
bridge. Then that which was blocked will 
conduct, and vice versa. 

Actually building such a switch will be 
difficult. Electrons must not be allowed to 
leak from one arm of the “H” to the other, 
either across the bar or indirectly. If they 
did, the switch would turn itself uselessly on 
and off. One way of solving the difficulty is 
to twist one arm of the “H” by 90° so that, 
from above, it looks like a cross. That makes 
the bar the preferred route for electrons, be- 
cause the arms are separated from each 
other in space. Then, by tampering with the 
architecture of the bridge, it can be made as 
leakproof as possible—until the signal 
forces it open. Joining up all these switches 
and making a useful biochip looks like a task 
for the twenty-first century. Some research- 
ers, like Dr Gareth Roberts who gave the 
main presentation at Oxford, refer to this 
kind of approach as  supermolecular 
electronics. 

Dr Roberts sees closer applications for 
molecular electronics in more modest 
guises—like Langmuir-Blodgett films. These 
are made of layers only one molecule thick 
sitting on a base such as glass or aluminium 
oxide. The layers are normally made of fatty 
acid molecules, like stearic acid. The tech- 
nique exploits the fact that a film of oil—or 
anything greasy—on the surface of water 
can be just one molecule thick (see diagram 
on next page). So each time the base is 
dipped into water it picks up another layer 
of molecules. Because one end of each mole- 
cule is attracted to the water and the other is 
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repelled by it, all the molecules in one layer 
- of film face the same way. By repeatedly dip- 
- ping the base first into: a layer of one sub- 
“stance and then into a layer of a second, 
- alternating strata can be built up to make a 
film as much as a.thousand molecules thick. 
-. Such sandwiches sound a good deal less 
glamorous than biological computers, but 
hey will be able to produce real devices in 
he near future. In a recent paper, written 
ogether with Dr Stephen Davies of Oxford 
University and research students, Dr Rob- 
rts. drew attention to a new Langmuir- 

dgett film which alters the frequency of 





NCIENCE, be it ever so rational, can al- 
AJ ways find room for a rousing myth. 
Unfortunately,- Newton’s apple, Archi- 
medes's bath and Galileo’s games on the 
tower of Pisa have not survived the scru- 
.tiny of modern historians. And Thomas 
-Henry Huxley did. not, by mighty rhetoric 
and incisive reason, wipe the floor with 
| Bishop. “Soapy” Samuel Wilberforce, 
J^ when they. debated Darwin's theory of 
evolution at the British . Association's 
meeting in Oxford.in 1860. 
t^ The clash—if clash it-was—took place 
[^ after a long and tedious paper presented 
l by an American, John Draper; on the 
intellectual evolution of Europe. Draper's 
rambling views owed more to Herbert 
Spencer, a social theorist and sometime 
«assistant editor of The Economist, than 
- they did to-Darwin's. "Origin of Species". 
According to Dr Stephen Jay Gould, a 
..palaeontologist and populariser. of sci- 
ence, the argument was not a great con- 
frontation between science and religion. 
He does allow, as he told this year's British 
> Association meeting, that there is a germ 
of truth in the traditional story. Wilber- 
force did ask whether Huxley was content 
^^ to acknowledge his grandmother, as well 
. as his grandfather, to be an ape. And 
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The evolution of a myth 


: Huxley did reply that he would rather 























































light falling on it. Patents have been taken 
out for uses in infra-red cameras and opto- 
electronic “amplifiers. . The ^ Langmuir- 
Blodgett technique promises. applications 
from solar batteries to transistors. 

. Like most heady brews, molecular elec- 
tronics affects different people differently. 
The British see ideas such as Dr Aviram's 
"H'-switch as outré and hubristic. The 
visionaries find Dr Roberts and his col 
leagues a little staid. Still, molecular elec- 
tronics is burgeoning fast: there is room for 
everyone, whatever their tastes. 





have a lowly ape than an intelligent man 
for his ancestor, if the man used his gifts 
to try to conceal scientific truth... 2 
But Huxley's remarks did. not make 
much of an impression at the time. He was. 
still young, without the flair for public 
speaking. and famous voice that later 
made him "Darwin's bulldog "—Aa forceful 
disciple of evolution. Nor did his retort 
bring the meeting to an end in uproar, as 





J OW does a starling find its way back 
home each summer; why do male lions 

fight over territory; and what prompts an os- 
trich to begin a courtship dance? The sci- 
ence that uses biology to answer such ques- 
tions is. called ethology, and Dr Niko 
Tinbergen (now 81. and retired) is one of its 


- founders. Four scientists at the British Asso- 


ciation meeting praised not only his work on 
animals but his controversial study of autis- 
tic children, which brought an avalanche of 
criticism upon him in the 1970s. | 
Dr Tinbergen developed his own way of 
doing science. While American psycholo- 
gists toyed with laboratory rats, Dr 
Tinbergen was out on the English coast, or 
on the African savannas, watching how ani- 
mals behave when they feel at home. Wh: 
ever he saw a piece of behaviour, he tried 
find what stimulated it, whether it was 
learned or "innate", and what advantages it 
bestowed. His method was to watch an ani- 
mal until he developed a hunch, and then 
test the hunch with field experiments. 
Much of what he knew he learned from 
a spiny-backed fish called the stickleback, 
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it is sometimes said to have done. 

Wilberforce certainly did speak against 
Darwin's theories that day, but his tone 
was probably light—a long way from the - 
bible-thumping condemnation of some 
contemporary creationists. Although he 
thought he had won, others thought it 
rather ungentlemanly to bring up the sub- 
ject of grandmothers, and granted Huxley 
a victory for good manners. 

This minor exchange gained the stat- 
ure of myth because history is written by 
the victors. Huxley delighted in claiming 
that the world's great battle was the one 
between science and religion. When Dar- 
win's followers rose to. eminence, they 
were happy to indulge in selective remem- 
brance in order to show that the Lord's 
battalions had been ranked against them 
from the start, and still they had won. 

As Dr Gould pointed out, many cler- 
gymen in 1860 were happy to accept Dar- 
win. But agreement is boring. Witness a 
debate staged last week between the 
present. Bishop of Oxford, Dr Richard 
Harries, and Dr Beverley Halstead, a. 
palaeontologist, in which both parties ac- 
cepted evolution but disagreed about the 
existence of God for other reasons. This . 
year's debate was probably better-rea- 
soned than its precursor. Yet it will soon 
be forgotten, while the 1860 exchange will 
continue to grow in the minds of those | 
who were never there. | 


















Japan's first commercial communications satellite will have the highest communications capacity of. 
any domestic satellite outside the United States. Once in orbit; the antenna shelf of the HS 393 JCSAT 

. will remain stationary and pointed toward Earth to provide 24-hour communications. The satellites 
propulsion unit and cylindrical skin of solar cells spin like a gyroscope to provide stability. 

Hughes Aircraft Company is building two of the HS 393 satellites for Japan Communications 
Satellite Company. : | : : 








Automobile drivers using a Head-Up Display (HUD) need not divert their eyes from the road to view __ 
. information ordinarily shown in the instrument panel. The HUD focuses key driving data, including . 
vehicle speed and turn signal indicators, through the windshield, so the data appears to be suspended 
'  overthe front bumper. The system design is derived from HUDs used in today's dvancedfighter — 
= aircraft. Developed by Hughes, Delco Electronics, and General Motors omotive HUD uses a — 
collimating optical system, with ai tronically driven, high-perform lay device. The - | 
: world} S ut d sherry cars seg ipp z ith a E UD will be the 1988 sca LS. me Indianapolis 5 50 
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A built po ee voice é trafi icc over ODE aie oiim ie at Glens 4G percent. The PLRS- 
provides near-real time three-dimensional position information for tactical commanders, navigation 
assistance to — forces, coordinated artillery and air support, and control of ground andair — 
elements movement. 


A new Space Based Radar Program will involve the lacement ofa constellation of sensor platforms i in 
the Earth's orbit between 600 and 6,000 nautical miles in altitude for wide area surveillance of ships, 
aircraft, and cruise missiles. Hughes, as a member of the Grumman-led team, will define technology 
requirements and an implementation plan for the radar RF and processing sections, which will 
interface with Grumman's SBR system. An operational demonstration-validation phase will lead 

to a first launch in the mid-1990' s. The Space Based Radar ini son is a joint U.S. Air Force 

and Navy program. 





For more intonation wiite to: P. D. Box see Los Angeles, CA 90045-0068 USA — 
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oth its behaviour and its colour. Lengthen- 


‘hormones, which turn it red. When it is 
ed it will stake out and guard a territory 


backs flee. When a male is ready for love, his 
back turns, blue. This, plus a courtship 


born, the male guards them, red again. ' 
~ Much of this behaviour gives the stickle- 


- survival. But sometimes animals act in ap- 
_ parently. pointless ways. Dr Tinbergen pro- 
posed that animals resort to bizarre behav- 
jour when confronted with contrary signals. 
For example, a stickleback presented. with 


-want to fight and flee. In its confusion it may 
‘instead dig pits as if building a nest. ^^ :; 
Dr Tinbergen suggested that the bizarre 


orm of "motivational conflict fesponse". 


aviour. Dr Tinbergen watched both autis- 
ic and normal children with the patience 
hat he showed towards animals. He con- 
luded that autistic children suffer from an 





ition is the result of some early trauma, 
irth. 


ear will conflict with other emotions, such 


"somebody and then turn and run. À child 
- might also redirect his conflicting feelings by 
focusing rapt attention on an object. Nor- 
mal children and animals do these things 
too, but not nearly as often. They adjust to 
-new situations by losing their initial fear. 

^. Dr Tinbergen thought parents ought to 


holding them a lot. Many psychologists and 
parents have found it works wonders. But 
‘some more. conventional psychologists at- 
tacked Dr Tinbergen for raising false hopes 
and putting too much blame for the condi- 
tion on a child's family. At last week's meet- 
ing, one of his defenders said much of the 
-criticism was due to a misunderstanding be- 
¿tween scientists who approach the same 
problem with different methods. Dr Tin- 
: bergen will appreciate that. He believed the 
: biggest goal of work on animal behaviour is 
-to help understand humans and their ag- 
- gressive impulses. His detractors, like stick- 
“le their territory. 








hich reacts to a combination of environ- Symmetry 
ental cues and hormones by changing | | 


ig spring days release a male stickleback's 


while building its nest. The red colour and. 
threatening postures make intruding stickle- 


dance, attracts females. When the young are - 


back a clear advantage in the struggle for _ 


another at the boundary of its territory will | 
-the mid-1970s.-He found that 


behaviour of autistic children was a similar - a 
rm | 1 hat—you can cover a floor 
\utistic children often ignore other people .- 
nd indulge. in hypnotically. repetitive be- 


though. Various motifs can be 


- they are àrranged never repeats > > 
^ itself—though it is always close to doing so, 
"which intrigues both the mathematician. 
and the untrained eye. And the rules for — 
making the patterns are “non-local”. When . 
-. tiling a. floor.with squares, you need only 


xcess of fear, and suggested that their con- ` 


uch as a difficult delivery, separation from — 
arents, or even a mother's illness before 


2 Autistic children are usually afraid of | 
infamiliar people and situations. Often this. 


s the desire to approach people. The child. 
will respond to a new event either with fear. 
r.a "conflict response" typical of autism. 
One such response is to to turn away from 
people as they approach, or to approach - 


- "make their autistic children trust them by * 





Many-side d o 
Penrose — 


FLOOR can be covered with a regular 
pattern of squares: indeed many are. 


The same goes for equilateral, triangles and 


regular hexagons. But no surface can be cov- 
ered with a set of pentagons all of the same 
size. The impossibility of a floor-covering 
that has the “five-fold”? symmetry of penta- 
gons is easily proved by a bit of doodling or a 
bit of mathematics: the spaces between pen- 
tagons are not pentagon-shaped. : 

Such an impossibility presents a chal- 
lenge to.the mathematical mind, which Dr 
Roger Penrose, of the Institute of Math- 


ematics in Oxford, took up in 






if you. use pentagons and two 
extra shapes—a star and a 


with what looks, at first glance, 
like a regular pattern. © 
lt is not quite regular, 


seen in it, but the way in which 


look at the adjacent squares to know how to 
position the next one you put down. With 
pentagons stars and hats, you have to look 
at pieces some way away before you can tell 


which way round the next one should go. _ 
_ The tiling pattern, and others derived _ 
from it, are fascinating mathematical toys, | 


and grarid material for a presidential address 


.'at the not-always-thrilling British Associa- 


tion. For example, the pattern of darts and 
kites reproduced below,. which is derived 
from the pentagons, embodies the “golden 
ratio” between the areas of the two pieces. 
The. golden ratio is the. ratio between the 


width and the height of the front aspect of 
the Parthenon, and has intriguing numeri- 
. cal properties. yd | 
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Dr Penrose di xpect the tiling pat- 
terns to be found in nature. Natural 
crystals—which show the sort of regularity 
found in tilings—grow atom by atom. And 
there is no way for a set of atoms to check 
what is going on elsewhere before position- 
ing itself. Some atoms would get it wrong 
and the crystal would be unable to grow. 
Yet in 1984 nature caught up with Dr 
Penrose. Pictures of an aluminium/man- 
ganese alloy, taken with an electron micro- 
scope that can show details almost down to 
the level of individual atoms; had a pattern 
that came close to five-fold symmetry. Fur- 
ther research showed that there were quite a 
few such "quasi-crystals", which seem to use 
Dr Penrose's ideas to get round the rules for- 
bidding certain types of crystal structure and 
symmetry. dM 
He speculates that quasi-crystals may be 
.. acluein the search for a bridge 
between the everyday we-'4 
and.the miasma of quant 
theory, which works on the 
. atomic scale. In the quantum 
-world—according ^ to the 
 mathematics—alternative. pos- 
sibilities can exist at the same 
time. The two worlds are hard 
to reconcile, partly because 
. e 4 quantum physics can appar- 
ently lead to non-local effects. Tangible evi- 
dence of odd, non-local goings-on on a scale 
just above that of atoms might lead to a way 
of uniting the two pictures. . 
.. Dr Penrose’s main interest is in bridging 
the gap by formulating a new mathematical 
- description of space and time. Tiles are just a 
hobby. If the hobby turned out to be rele- 
vant, it would be an outrageous coincidence. 
` But it was, after all, something of a shock 
when his tilings turned up under the micro- 
scope. It would please Johannes Kepler, the 
seventeenth-century mathematician’ and 
astronomer. He too toyed around with p 
tagonal tilings—his patterns are similar 
Dr Penrose’s. For him, the numbers gener- 
ated by games of geometry gave man access 
to the mind of God. To see Dr Penrose 
working at the same patterns, while looking 
for a theory of the universe, would probably 
have convinced him that he was right. 
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The hunter hunted 


Live FROM NUMBER 10: THE INSIDE STORY OF PRIME MINISTERS AND TELEVISION. By Michael 


Cockerell. Faber & Faber; 352 pages; £14.95 


OST British viewers probably regard 

| politics on television as a form of stag- 
hunting; with aggressive interviewers as the 
hunters and proud but cornered. politicians 
as the stags. Experienced politicians know 
er: the tough television interview pro- 
vaas them with one of their few opportuni- 
ties to enlist public sympathy. Mr. 
James Callaghan actually preferred — 449^ 
interviewers to be rude, since the 4 7 £ 
public "would be on the side of the gA 
man being heckled rather than the © 
man doing the heckling. ” 2 

Michael Cockerell, in his de- 
tailed history of the postwar rela- 
tions between top politicians and p. 2—7 
broadcasters, shows that. this politic Wisi 
cian-as-quarry image is close to the ' 
reverse of the truth. The innocent. 
viewer has little idea of the pressure. 
that politicians bring to bear, often 
ruthlessly, on interviewers, produc-  . 
ers and broadcasting authorities alike. 

Some of the politicians' techniques are 
visibl e on the screen. Evasion followed by 
persistent questioning can usually make the 
interviewer look at first rude, then feeble; 
--^ adept politician can string out his (or 

) answers to the point where the inter- 
viewer either gives up or, again, risks appear- 
ing rude for repeatedly interrupting. But the 
more insidious—and less well known—pres- 
sures are applied off-screen. Mr Tony Benn 
was once invited to appear in a television 
discussion. He demanded that both the first 
and last questions be put to him—and that 
he determine the questions’ wording. The 
programme, given its subject, could not pro- 
ceed without him. Mr Benn knew it. The 
producer knew it. The producer capitulated. 
Far more often than viewers realise, top poli- 
ticians simply announce, before going on 
the air, that there are certain questions they 
are not prepared to answer. 

Pressure is applied in the hospitality 
room and studio. It is also applied, cease- 
lessly, to the managements of BBC, ITV and 
now Channel 4. Some of the more blatant 
examples-—the Eden government's pressure 
on the BBC during Suez, Harold Wilson's ap- 
, pointment. of Lord Hill as BBC chairman i in 
















1967 in order to force the early retirement of 
Sir Hugh Greene as director-general—be- 
came known at the time; but Mr Cockerell 
demonstrates that such episodes, far from 
being untypical, are nearly the norm. 

For months before the election last year, 


Mrs Thatcher and the Tory party chairman, 


Mr Norman Tebbit, had browbeaten the 
BBC: over a "Panorama" exposé of the al 
leged extremist connections of some Tory 
backbenchers (which resulted in the BBC 
paying heavy libel damages); over the cor- 
poration's coverage of the American bomb- 
ing of Libya; and over a film, never shown, 


about the secret spy satellite, Zircon. Mr 
Tebbit said of the BBC, ominously: "They 


will be hearing from us." The government 
had its reward. In an eve-of-poll interview 
with Mr David Dimbleby, the prime minis- 
ter used the unfortunate phrase “drool and 

























































drivel" of people who said that they cared. 
about the poor and unemployed. She knew. 
she had made a mistake; but the BBC did not 
use the interview in its one o'clock or six 
o'clock news bulletins and, at nine o'clock, 
relegated it to the end of a 50-minute pro- 
gramme. In this case, no pressure was ap- - 
plied. By this time, according to Mro- 
Cockerell, none was needed. SR 
"Live from Number 10" is not an anc 
alytical book, but it does have an un- 
stated large premise: that television 
has affected not merely the presenta- 
tion of British politics, but some of its 
most significant outcomes. The at 
thor cites as examples Sir Alec Doug 
las-Home's defeat at the hands of La- 
bour in 1964 ("You have", the poo 
man was told one evening i 
make-up, "a head like a sk 
and Mrs Thatcher's victory over 

. Mr Heath in the 1975 Tory leac 

. ship contest (a victory that 
. Cockerell half-attributes to th 
fact that many Tory backbencher 
had seen her perform well o 
“World in Action”). 
Mr Cockerell may be right E 

both counts—and others. 

- British politics has not prodi 
any natural experiments such as th 
first presidential debate in the Unite 
States in 1960, when the (small) radi 
audience thought Mr Richard Nixo 
had won, while the (much larger) tek 
vision audience adjudged Kenned 
the winner. In the absence of such 
idence, the reader is left with the fee 
ing that, while British politicians are 
undoubtedly obsessed by television and how 
they perform on it, the new medium has not 
had any substantial effect on the British po- 
litical system. A comparable book about the 
United States would tell a different story. 


“Vine aire vA vitet 








George Bernard Shaw 


Intellectual frost 


BERNARD SHAW. Vol 1: THE SEARCH FOR 
Love. By Michael Holroyd. Chatto. & 
Windus; 486 pages; £16. Random House; 
$24.95 


HE plays of George Bernard Shaw are 
seldom produced nowadays; his vast 
output of writing is hardly read. He is best 
remembered as an inexhaustible source of 
good lines. A bitter fate, perhaps, for a ma 
who once wrote of his career: "England had 
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| Ireland; so there was nothing : ) 

it but to come over and à conquer England.” 
Shaw planned to become a “profes- 
sional man of genius". In London, the pro- 
fession took years to bear fruit. Where he 
succeeded, resoundingly, was in making 
himself a publicity phenomenon. Just before 
he died, aged 94, in 1950, an offer of $1m 
came from America~-where he always had a 
- larger following—for exclusive rights to a f- 
. nal message. He replied, "There is nothing 
more to be said.” . 
A Volume 1 of this solid biography goes as 

-far as Shaw's marriage to an Irish heiress, 
. Charlotte Payne-Townsend, in June 1898. 
_ His eccentricity, upon which much of his 
. later success was based, came from his fa- 
:ther's side. His parents’ marriage was love- 
less, and his mother’s coldness towards him 
may explain his complex attitude to women. 
-He wrote of her, "The fact that I am still 
. alive at 78/2 I probably owe largely to her 
complete neglect of me during my infancy, 
because if she had attempted to take care of 
me her stupendous ladylike ignorance 
would certainly have killed me.” 


the vulnerable "Sonny", Shaw arrived in 


Ie proved a tough struggle. Four years after 


about anybody, pray remember yours faith- 
fully G.B. Shaw.” 

=- Asa writer, Shaw had to an extreme the 
quality that most consistently assures suc- 
cess: persistence. The rejection of one novel 
fter another, and the failure of his early 
plays, did not diminish it. But his creative 
-side may have suffered from being subordi- 
-nate to his intellect rather than to imagina- 
tion. And his intellect was predominantly 
“engaged in two overriding desires: to expose 
< vanity and hypocrisy, and to point the way 
.. to a better world via the unrevolutionary so- 
cialism of the Fabian Society. 

It is tempting to judge Shaw as two-di- 
-mensional, both emotionally and intellec- 
-.. tually. Mr Holroyd’s well-crafted unravelling 
.. of Shaw's development tends to support this 
- opinion. So did Beatrice Webb, with whom 
Shaw had a kind of intellectual love affair. 


| ; me said of him: 


His incompleteness as a thinker, his shallow 
and vulgar view of many human relation- 
- ships—the lack of a sterner kind of humour 
. Which would show him the dreariness of his 
farce and the total absence of proportion and 
. inadequateness in some of his ideas—all these 
. defects come largely from the flippant and 
. worthless self-complacency brought about by: 
-the worship of rather second-rate women. 


400 


After an unpromising start in Dublin as - 


London in 1876 to begin his transformation. 
into “G.B.S.”, writer, journalist and critic. . 


coming to London, Shaw was to complain , 
that "Nobody would pay a farthing for a» 
stroke of my pen.” To John Morley, editor: 
the Pall Mall Gazette, who advised him 
to get out of journalism, he wrote: “I fear I- 
m incorrigible. Should you ever require | 
anything particularly disagreeable written . 


succe ess o on bone indüpéksable The posi- 


. Shaw's early and middle life 


was probably the most energeti 


period of Victorian England. His own pro- , 


gress and social life stand out like an exag- 
geration of the period's intellectual fashion: 
high-minded, eccentric, elitist, but often 
trivial. Mr Holroyd's book reflects all these 
sides of Shaw. It is compelling, often bril- 
liant, but ultimately cold. 





The Rothschilds 


All in the family 


ROTHSCHILD: A STORY OF WEALTH AND 
Power. By Derek Wilson. André Deutsch; 
495 pages; £14.95. To be published in No- 
vember by Scribner s; $22.50 


Y^ VER since Mayer Amschel Rothschild's 


A. sons, in one operation, turned his 


counting house in the Judengasse in Frank- 
furt into Europe's leading financial con- 
. glomerate, the Rothschilds have based their 





tion was first acquired, and then uilt on, by 
realising the i importance. -6f good intelligence 
and a rapid courier service. From 1808 Na- 
than Rothschild, freshly established in Lon- 
don, devoted himself to breaking Napo- 
leon’s exclusion of British imports to the 
Continent. The network built up to run the 
blockade made him the only man who could 
find the vast quantities of French gold that 
Wellington needed in January 1814 to con- 
tinue his advance from the Pyrenees. 
Throughout the nineteenth century the 
Rothschilds kept themselves indispensable 
to governments. In 1826 it was Rothschilds 
which imported into London more than 
£10m in gold to halt the crisis caused by a 
run on small banks. In November 1875 it 





was Lionel Rothschild to whom Disraeli 


went for £5m at short notice to secure the 
purchase of the Suez Canal shares. 

Once established as the cornerstone of 
European credit, the family could not be al- 


lowed to falter. The disturbances of 1848 





. Edmond de Rothschild, ' 





the new Republican. ministers in Paris re- 
negotiated a recent government loan with 
Baron James de Rothschild, and Rothschilds 
survived. Some memory of this must have 


lain. behind Rothschilds’ substantial sup- 


 port—putting the maintenance of general 


credit before commercial rivalry—for the 
rescue fund for Barings in 1890. 

Mr Wilson dispels a number of the 
Rothschild legends, notably the idea that 
Nathan Rothschild established his position 
in London through massive speculation on 
advance knowledge of Wellington's victory 
at Waterloo. The profits were good, but 
small in proportion to the operation that he 
had already established. He also conveys the 
unsentimental pathos of the Rothschild 
story. The most important legacy of coming 
from an oppressed minority, of emerging 
from the Frankfurt ghetto, was the i. ` 
tence that the business should remain v 
in the family. It was not until 1960 that wir 
David Colville became the first non-Roth- 
schild to be a director of a Rothschild bank. 

The Rothschilds’ contribution to the 
Jewish cause was in many ways as remark- 
able as their service to the cause of credit. At 
first, their money allowed them to make 
symbolic gestures. When he set up an opera- 
tion in Vienna in 1818, Salomon Roth- 
schild— barred by his Jewishness from own- 
ing property—took room after room in the 


~ city’s leading hotel, the Romischer Kaiser, 


until he occupied the whole building as his 
office. The family’s contribution te Zionism 
stretches from the pioneering work of Baron 
“the father of mod- 
ern Israel” to the present day. 

Mr Wilson makes large claims for the 
Rothschilds, but often lacks the information 
to illustrate them.” The air of mystery, appro- 








_ priate to the popular mystique of the Roth- 


schilds but not to a history book, raises ` 
question of whether a satisfactory histor 

a bank can be written without the use of its 
ledgers and letter books. 





Moral fables 


Heaven and 
Panama 


THE CAPTAIN AND THE ENEMY. By Graham 
Greene. Reinhardt; 189 pages; £10.95. To 
be published by Viking in October; $17.95. 
Happiness. By Theodore Zeldin. Collins ` 
Harvill; 320 pages; £1 35 


SHE late twentieth century séems ues 
ground. for moral fables. They risk ap- 
pearing preachy,’ silly or innocent. If they 
contain too much certainty—in this age of 
practised a aa M will do d not ios 


mur Aw 
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aphysical Greene 


listened to at all. All these risks notwith- 
standing, Theodore Zeldin and Graham 
Greene have each produced such a fable, 
and beg the reader's indulgence. 

Professor Zeldin, who is better known 
for his learned and entertaining dissections 
of French history, takes on the subject of 
heaven. "Happiness" concerns a young 
woman, the irritatingly named Sumdy, who 
obtains a return ticket to heaven in order to 
Observe it and report on how the residents 
cope with eternal bliss. She finds them con- 
fused and disappointed. The new arrivals, in 
particular, wish to cling on to time; they can- 
not adjust to the unimportance of their bod- 
ies or the weightlessness of their souls; and 
having already made earth as stimulating 
and pleasant as possible, they find no great 
improvement in paradise. Mr Zeldin's moral 
is that modern man may need to re-invent 
~ ven. He may also, along the way, need to 

what more he requires or desires of 
earth. Seen from paradise, Mr Zeldin insists, 
earth looks both young and full of promise. 
What it lacks is the courage to undertake 
and sustain new adventures. 

Mr Greene’s fable is less obvious, but 
bolder: he takes on God and the devil, treat- 
ing them not as absolutes but as characters 
struggling for the loyalty of a soul. The hero, 
Victor Baxter, is spirited away from his 
school by the Captain, a man of military 
bearing with friendly, unreliable eyes; he 
had won him from his father, familiarly 
known as "the Devil’, over a game of 
backgammon. 

Both the Captain and the devil are 
charmers, in their way; both are deceitful; 
both are largely absent on more important 
business (the Captain, in a surfeit of 
Greenean morality, is running arms to the 
Sandinistas) and give out little love when 
they come home. Victor does not feel much 
for the Captain and detests his talk of 
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golden fortunes to come, which he knows 
will be secured only by some trick; bur still 
he chooses to follow him, and comes as a 
result to a first understanding of the mean- 
ing of love. His spiritual world is messy, 
rather than Manichean. But most men live 
in a state of confusion and disenchantment 
with their Creator, if they believe in him at 
all; and this is a landscape Mr Greene knows 
well. The struggles of "The Heart of the 
Matter" and "Our Man in Havana" are ad- 
dressed again in a different form. 

Is the form a success? Mr Greene is so 
good a story-teller that it does not make 
much difference; but his characters suffer 
from a lack of robustness. (He does better, 
however, than Mr Zeldin, whose characters 
are never more than vessels for impressions 
or carriers of thoughts.) Both Mr Greene 
and Mr Zeldin seem to fall out of the fable 
style, when they can, with energy and relief. 
Mr Zeldin's often turgid reportage quickens 
when he brings in side-details, such as the 
social importance of hairdressers in history. 
Mr Greene, whose fable seems anaemic in 
its London setting, comes alive when his 
hero moves to Panama and the familiar 
Greene landscape of over-polite colonels, 
saturnine journalists, and thugs. Certainly 
in Mr Greene's case, and perhaps in Mr 
Zeldin's, their metaphysical points could 
have been made as well, or better, without a 
fable. But both writers clearly thought they 
could not; and that in itself is interesting. 





The second world war 


At sea 


THE ATLANTIC CAMPAIGN. By Dan van der 
Vat. Hodder & Stoughton; 424 pages; 
£17.95. Harper & Row; $25 


-BOAT is still a dirty word in the En- 
glish language, even though nearly 50 
years have passed since Churchill, in a mas- 
terly propaganda coup, first gave the word 
its sinister twist. In comparison, submarine, 


or even Unterseeboot, sounds relatively 
harmless. The use of “U-boat” implies that 
the Germans, in attacking the Atlantic sup- 
ply routes by sinking merchant ships with- 
out warning, were being unfair and under- 
hand. It ignores the fact that they had no 
other effective strategy or tactic available to 
them except to pursue a guerre de course, 
whether by surface warships or submarines. 
It diminishes the stature of Donitz, who by 
any standard was a great naval commander, 
and denigrates the achievements of the Ger- 
man submariners themselves. In the face of 
the most horrendous of all casualty rates in 
the second world war, their morale re- 
mained undented until the bitter end of de- 
feat and surrender. 

They fought a remorseless campaign. 
But so, too, did the allied navies. For all the 
combatants it was a terrifying, pitiless war, 
but it was not bestial. The nature of the 
fighting is fully realised by Mr van der Vat, 
whose high reputation as a naval historian 
will be enhanced by the publication of this 
book. He successfully harnesses a firm, lively 
narration to a thoughtful, well-balanced 
analysis. His forte is common sense. 

Mr van der Vat can be, and is, scathing 
about the obduracy of the chief of American 
naval operations, Admiral Ernest King, 
when he delayed the introduction of con- 
voys along the North American seaboard. 
He also criticises strongly the unwillingness 
of the British war cabinet to switch re- 
sources from pampered Bomber Command 
to the more crucial campaign in the Atlan- 
tic. He makes it plain that it was a combina- 
tion of factors—and not just the ups and 
downs of intelligence or technology—that 
settled the outcome of the campaign. He 
recognises that, as the late Ronald Lewin al- 
ways emphasised, “the battle is the pay-off.” 
He demonstrates what a close-run thing it 
was, with the allies finally covering the air 
gap above the convoys in the nick of time. 
The British, the Americans and the Canadi- 
ans (to whom Mr van der Vat pays proper 
regard) muddled their way through to. vic- 
tory. They nearly muddled themselves into 
defeat. 





Museums of the moving image 


The moment preserved 


T IS as impossible to reckon the influence 

of the moving image as it is to imagine 
the modern world without it. Ideas and 
ideals, style and morality, education and 
politics have all‘been shaped and manipu- 
lated by it. The written word has been bat- 
tered by it, although shelves could be filled 
with books on its importance. Yet all mov- 
ing images before the 1950s were shot on ni- 
trate film, a highly inflammable medium 
which inevitably tends to self-destruction. 


To the ephemeral nature of the image and 
the ideas that follow is added the ephemeral 
nature of the stock. 

The moving image thus begs to be pre- 
served, and two new museums have sprung 
up almost simultaneously to do so. Lon- 
don's Museum of the Moving Image (MOMI) 
is wedged under Waterloo Bridge; it was in- 
geniously designed by the architect, Mr 
Brian Avery, to rebuff noise, cope with the 
expansion and contraction of the pre- 
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stressed concrete overhead and rise above 
the complete lack of government money. 
For the moment, the museum is almost in- 
visible. If anyone comes forward as a spon- 
sor, it might get a tower; if permission is 
granted, it might get a neon sign. For the 


moment, there are simple enlarged stills of 


Garbo, Chaplin and the “Dallas” stars be- 
hind the windows. They make the point. 
The American Museum of the Moving 


Image (AMMI), which has just opened two of 


its four floors in Queens, New York, had a 
better start in life. [t was given a building on 
the site of the 1920s Astoria Studios, once 
the east-coast production base for Para- 
mount Pictures. AMMI has cost $15m, paid 
for out of city, state and national budgets. 
By concentrating exclusively on American 
film, television and video, AMMI has given 
itself an easier task. Its chief problem will be 
to entice Manhattanites out to Queens. 

As MOMI demonstrates, modern tech- 
nology is the greatest friend to the preserva- 
tion of the images of cinema. On the stairs 
to the museum the visitor is accompanied by 
one of the running figures of Eadweard 


Muybridge, a nineteenth-century pioneer of 


sequential photographs, interpreted in fibre 
optics. Laser technology contributes enor- 
mously to the integration of images; 130 sep- 
arate moving images can be viewed in MOMI, 
and more than 1,000 film and television ex- 
tracts are shown continuously. 

The show starts with what its designer, 
Neal Potter, calls "the dark, experimental 
beginnings" of cinema: Chinese shadow 
puppets, magic lantern shows, camera ob- 
scura, toys (thaumatropes and zoetropes) 
and a reconstruction of the crypt in a Paris 
basement where, in 1885, the Lumiére 
brothers first showed their magic-lantern 
horror show to a paying public. A trench 
from the first world war has three "peri- 


scopes’ showing the first fictional propa- 
ganda films made during a war ("The Eyes of 
the Army", "The Sinking of the Lusita- 
nia"). Visitors can then sit inside an exact 
replica of a 1919 Russian agit-train, which 
travelled round the provinces promoting 
the Revolution, and see the political films 
the peasants saw. 

Neither MOMI nor AMMI is intended as a 
temple to cinema, yet in both places there 
are relics and statues of the gods. In New 
York there are displays of Shirley Temple 
dresses, the outfits worn by Diane Keaton in 
"Annie Hall" and a huge range of fan maga- 
zines; in London, six pillars of cinema 
(Valentino, Pickford, Lillian Gish, Barra, 
Fairbanks and Buster Keaton) stand on col- 
umn bases, reflected back from the mirrors 
behind them. One wall is given over to 
Chaplin and his props, complete with an 
electric theatre showing his silent films. 

Both museums also give the ordinary 
visitor a chance to explore a film set and see 
how film-making is done. Prominence is 
given, rightly, to the work of cameramen 
editors, costume-fitters, make-up artists and 
script-writers. AMMI has a replica, which can 
be strolled through, of the set from the Paul 
Newman version of "The Glass Menagerie”. 
Handsets allow visitors to eavesdrop on the 
thoughts of directors, such as those of Jo- 
seph Mankiewicz as he made "All About 
Eve". MOMI describes, frame by frame, how 
"San Francisco" (Clark Gable and Spencer 
Tracy, 1936) was put together. 

At a certain point, both in New York 
and London, the viewer himself can become 
a star. In “Make-up”, in MOMI, he may sit in 
a red-plush dentist's chair similar to one 


used by Jean Harlow and appraise the face in 
the mirror before him: Dr Jekyll, Orson 
Wells or Joan Crawford may appear. In New 

York he may stand in front of a mirror that 





juxtaposes his own face on top of Rambo's 
chest or a ball gown worn by Vivien Leigh in 
"Gone With the Wind". If, as Jung wrote, 
film gives men and women the chance to ex- 
perience all the passion and violence which, 
in a humanitarian society, must usually be 
repressed, it also gives them the chance to 
indulge their dreams: dreams largely in- 
vented and shaped, over the years, by im- 
ages seen on a screen. 





Lives of the famous 


Private, keep out 


IOGRAPHIES are becoming steadily 

longer. They are also, some think, ever 
more obtrusive and prurient. Of late, biog- 
raphers have run a greater risk of enraging 
the sons, wives or grandchildren of the fam- 
ous than ever they used to. Two 
books—lan Hamilton's biography of J.u. 
Salinger* and Brenda Maddox's biography 
of Nora Joyce**—appeared only by dint of 
tortuous legal agreements, and on condition 
that they left certain things out. One new 
book, Albert Goldman’s life of John 
Lennont, made no concessions to family or 
feelings and has caused an extraordinary 
storm. 

Mr Hamilton was not allowed to quote 
from, or even paraphrase, the letters of Mr 
Salinger, who has said and written nothing 
for public consumption for at least 20 years. 
Mr Salinger's life a: hile his 
book, "The Catcher in the Rye" has ap- 
peared on every American school curricu- 
lum—fascinated Mr Hamilton, who deter- 
mined to write about him whether Mr 
Salinger liked it or not. Mr Salinger did not 
like it; he insisted that he could not bear the 
loss of any more privacy. As it happened, his 
reluctance seems to have inspired Mr Har ` 
ton even more than his life or his art. 

Mrs Maddox, whose subject was safely 
dead, still ran up against the Joyce family. 
She wished to include in her book an epi- 
logue on the last years of Lucia Joyce, Nora's 
daughter, a schizophrenic who was confined 
for most of her life to institutions. Stephen 
Joyce, Lucia's nephew and the grandson of 
James Joyce, objected, and the episode was 
cut out of the finished copies with scalpels. 
Mr Joyce then went further. In June, at a 
symposium of scholars in Venice, he an- 
nounced that he had burned all the cor- 
respondence of Lucia to his wife and him- 
self, to prevent future biographers making 
use of it. At the end of August, in an open 
letter to the New York Times, he explained 
that he had done so because the letters made 
no reference to his grandfather and shed no 
light on his writings. He concluded:‘‘There 
should be some ‘moral’ ethical codes to be 
applied by those writing about the most 
famous . .. so as to protect those who are 








THE ECONOMIST SEPTEMBER 17 1988 








- of American 
| Publishers 
Y 1-205-966-5470 


Worldwide 


1-203 966-4529 
1-800-255-2665 


Toll Free U.S. 
At current exchange rates books of 
‘} American publishers will probably 
cost you less. Call for information. 
*« BOOK CALL is your personal book- 
store at the end of the phone. Our 
experienced booksellers will help you 
with all of your special needs. 


€ Charge to Amex, MasterCard, Visa 
or send Stateside check 
@ We ship anywhere in the world 
€ Gift wrapping available 
 * Mail orders welcomed 
€ Corporate orders invited 
€ Open 24 HOURS every day 


FREE monthly new title forecast 

available--the perfect way 
"" to keep up with the news 
9 about the latest U.S. books. 


















` 30 Elm Street 
New Can 
ch USA 06840 


World employment review 






























. trends and patterns provides not only a snapshot of. 
> an ever-changing scene, but also a historical per- - 

spective. After discussing demograptic factors and 
the nature and structure of employment across the — 
globe, it examines employment by major regions of 


public sector, the informal sector, unemployment. 
and wages. 


ISBN 92-2-106408-5 £5.90: SF12.50; USS8.25 ~ 





Economic and social effects of 
multinational enterprises in 
export processing zones 


The phenomenon of export processing zones (EPZs) 
and the role of multinational enterprises in them have 
been the subject of heated debate. This book sheds 
light on the multinationals’ contribution to employ- 
ment generation, export earnings, technology trans- 
fer and the development of linkages with the local 
economy. it confronts a number of widely held 
assumptions with the available facts and figures, and 
points to the possible evolution of EPZs. 


ISBN 92-2-106194-9 £12.10; SF27.50; US$19.25 


Access and Visa cards accepted in the UK. 


INTERNATIONAL LABOUR OFFICE 


. Vincent House 
Vincant Square 


London SW1P 2NB j irati 

ILO Publications 
Tei: 01-828 6401 1211 n 22 
Sute 30 New York Ave, NW. doy Switzer 








Telex: 2 p? BIT CH 





fel LS oe As. 5 

















This concise; readable account of world employment f 


“the world, including urban and rural employment, the: |. 


"I highly recommend it" 
—GEORGEBUSH — 

Vice President of the 

United States 





imost a decade ago the Hoover 

Institution published a book, The 

United States in the 1980 s, which 
Mikhail Gorbachev described as the 
blueprintfor the policies of the Reagan ad- 
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public policy book, it sold 25,000 copies in 
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original bipartisan essays by America’s 
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including four U. S. Presidents and four 
Nobel Laureates. 
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Would-be foreign competitors may find | 
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market entry. But, says Databank, UK 
banks are extremely well placed to ex«- 


1992 opportunity.  . 
Over 350 pages, Databank's report is- 


their competition and evaluate strategic 
options open. to them. It documents. < 
the evidence, presents it in the pro 
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ticated analytical techniques and gives” 
detailed profiles on Britain's 19 retail. 
banks. 
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still living.” 

Yoko Ono, Lennon's widow, agrees. 
Neither she, Lennon’s first wife nor the 
other Beatles would be interviewed for Mr 
Goldman’s book. The first Miss Ono knew 
of his “findings” about Lennon (including 
several attempted murders, homosexual- 
ity—notably with the Beatles’ manager, 
Brian Epstein—domestic violence and in- 
veterate plagiarism) was when extracts were 
read to her over the telephone. Her hus- 
band has been robbed, she feels, “of all hu- 
man dignity”. She is not yet sure how to re- 
spond, but can certainly do nothing to block 
publication; the book is out, and the most 
offensive bits have also appeared, in serial 
form, in the Daily Mail. 





A day in the life 


The use of private material, and the pos- 
sible abuse of family feelings, seems justified 
as long as the material has some bearing on 
the art. Mr Hamilton had reason to think 
that Mr Salinger's letters would assist the 
understanding of his work. Many, however, 
probably would not. Mrs Maddox had rea- 
son to think that the sad history of Nora 
Joyce's daughter would illuminate the life of 
the mother; but it is difficult to see the im- 
portance of Lucia, after the death of her par- 
ents, to students of Joyce. Mrs Maddox had 
been able to quote from an even more pri- 
vate and contentious scource, Joyce's sexu- 
ally explicit letters to Nora written in 1909, 
only because these were successfully assessed 
to be of crucial importance to students of 
the Molly Bloom episode in "Ulysses". They 
were published in 1976, with Stephen Joyce 


*In Search of J.D. Salinger. Heinemann; 232 pages; 
£12.95. Random House; $17.95. 

**Nora: A Biography of Nora Joyce. Hamish Hamilton; 
589 pages; £16.95. Houghton Mifflin; $19.95 

+The Lives of John Lennon. Bantam; 719 pages; £15. 
William Morrow; $22.95. 
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again attempting to put up a fight. 

Mr Goldman has some claim to scholar- 
ship too; he was once a professor of English 
at Columbia University. Yet his writing and 
digging (1,200 interviews, by his estimate, 
over six years) has a different purpose, to 
tear down an image and a character which 
were themselves largely contrived. Mr 
Goldman evinces some passing interest in, 
even liking for, Lennon's music. Of “I 
Wanna Hold Your Hand", he writes: "the 
song exuded that keen, clean, northern Brit- 
ish air that would soon blow up a gale in 'A 
Hard Day's Night’ ". He describes “A Day 
in the Life" as "sailing in like a ghost ship 
with an ice-encrusted bowsprit", and no- 
tices that the famous last E major chord is 
the one "employed traditionally in western 
music to symbolise heaven". Yet he no- 
where proves—as it is both necessary and 
civil to do—that his study of the art requires 
such a savage dissection of the life. 





An American in Paris 
Not quite 
Savonarola 


OM WOLFE’S week in Paris to pro- 

mote his latest book, “Le Bucher des 
Vanités", has been a great success. He has 
been hailed as “the Balzac of New York” 
and feted as the direct descendant of Flau- 
bert and Zola. The Zola allusion he particu- 
larly likes; the novelist went down the mines 
to research “Germinal” in a top hat and 
frock coat, much as Mr Wolfe put on his va- 
nilla suit to get to grips with Wall Street. Mr 
Wolfe is honoured in France as a dissector 
of American mores and also as a man of 
style. He is a throwback not merely to the 
nineteenth-century French realists but also 
to the surrealists, with their obsession with 
mirrors and their often dandified ways. In 
short, Mr Wolfe has so much fun and atten- 
tion in France that he seems wasted on 
America. 

The apotheosis of his trip had little to 
do with his book. On September 9th he 
gave an address at the American Embassy, 
to a crowd of intellectuals, on "The Final 
Freedom; Reflections on Modern Values". 
The final freedom, according to Mr Wolfe, 
is freedom from religion: in fact, relief from 
any kind of code of morality. This freedom 
has arrived already, in the attitude that on 
television and in life "anything goes". Mr 
Wolfe is not sure whether he approves of 
this. He thinks moral anarchy—so well 
charted by him over the past few years— 
may have reached its peak, and that the next 
decade will bring a sobering-up, in which 
debt and promiscuity will be seen as unques- 
tionably bad things. The present decade, de- 
spite AIDS and the crash of Wall Street, is 


still of two minds about that; but it should 
be remembered that Sherman McCoy, hero 
of “Bonfire of the Vanities” and a self-de- 
scribed master at both debt and philander- 
ing, is victorious only for a moment and gets 
his come-uppance in the end. 

Religion is an idea that Mr Wolfe has 
been tussling with for a while. He does not 
often treat it kindly. He has described art as 
“this religion of educated people who see ev- 
erything in terms of good and bad.” The 
clergy in “Bonfire” —the ineffectual repre- 
sentatives of the Episcopal church and the 
enormously venal Reverend Bacon—are ob- 
jects of mockery, and McCoy’s Yale-edu- 
cated God is never much help to him. None- 
theless, the French, who are much more 
relaxed about—not to say mocking of— 
organised religion than Americans, delight 
to see Mr Wolfe as the organiser of a new 
religion himself. One columnist in Le 
Monde described Mr Wolfe as the Pop: ^ 
"New Journalism" (the hyperactive style 
pioneered in the 1960s) and as a high priest 
presiding over the flames that consume Mc- 
Coy; although she also noted that Mr 
Wolfe, disdaining “primitive” religion, will 
not light McCoy's pyre himself. 

The French intelligentsia, in general, 





Le Pape et son chien 


has a healthy scorn of ideas American. To 
them, Wall Street combusting is a particu- 
larly pretty image, and the moralism of Mr 
Wolfe—if moralising it is—can be safely un- 
derstood as directed at New Yorkers, not at 
themselves. Mr Wolfe has announced that 
his next subject for a novel is even more dis- 
tant from their experience: life in the work- 
ing-class bedroom communities of the 
American east coast. That may be as good a 
place as any to look for freedom from reli- 
gion, or the lack of it, and report it back to 
the ever-fascinated haut monde of Paris. 
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standing of the latest developments as well as a 
more global appreciation of the industry. . 
INSEAD's 30 years’ expertise in international 
management education will help you cope in the ever 
. more complex world of finance. 


ensure that the programmes are fully ola and 
relevant to your needs. 
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in the past six months. Brazil has converted more than $4.0: bigion of its foreign debt into 
direct investment. l 
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Research Associate - 
Royal Institute of International Affairs 
Chatham House 


The RHA is seeking to appoint a Research Associate in its: 
Soviet foreign policy programme. Candidates: should have 
graduate qualifications in Soviet/East European studies or a 
strong interest and some research experience in the area; 
knowledge of Russian essential. Interest in the international 
dimensions of Soviet economic development would be an 
advantage. 


The appointment is for 25 years starting as soon as possible, 
but no later than 1 March 1989. Salary: £11,500-£13,500, 
depending on qualifications and experience. 


For an application form and further details contact: The 
Personnel Department, 10 St James's Square; London SW1Y 
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Norwich Union is one of the fastest 
growing insurance and financial services 
groups in the UK, a market leader and an 
equal opportunities employer. 


Norwich Union Fund Managers Limited, 
members of IMRO and managing funds in 
excess of £12 billion, seek an economist 
as a key member of their investment 
economics team. i 


The successful candidate will be directly 
responsible to the senior economist, and 
will be involved in monitoring and prepar- 
ing forecasts on economies and financial 
markets worldwide, with a view to optimis- 
ing asset allocation decisions across both 
short and long term funds. You will also be 
required to provide ad hoc information to 
other areas of the Group. 
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OF THE UNIVERSITY OF MIAMI 
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INTERNATIONAL ECONOMICS/ 
INTERNATIONAL POLITICAL ECONOMY 
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and qualifications. Applicants must have an earned doctorate in this field and a proven. f 
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international economics/international public policy. GSIS is particularly interested ina © 
scholar-practitioner who can.conduct seminars on international economics and. | 
economic development, with an emphasis on how contextual disturbances, and- Fo 
structural and institutional arrangements interfere with markets and with planning. The. f. 
person should have a demonstrated capacity to obtain funding for and to conducto f 
major research projects. To the extent possible, he/she should be able to support the: ~ 
research of graduate students n comparative development at GSIS. | 
Application deadline. is 31 December, 1988. 

Interviews with finalists will commence on or about 30 January, 1989. 


Please direct all enquiries to: 


Chair, Search Committee on International Economics, 
GSIS, UM, Box 248123, Coral Gables, FL 33124, USA, 








Ideally, you will have at least three years' 
experience of practical economic forecast- 
ing, probably gained in a respected public or 
private sector forecasting establishment. 
Excellent communication and interpersonal 
skills are essential and a sound grasp of 
mathematics, mathematical statistics or 
econometrics would be an advantage. 


The post is based in Norwich which is within 
easy reach of the City. The very competitive 
salary is backed by a first-class fringe benefits 
package including performance related 
bonus and comprehensive relocation scheme 


Please send full career and salary details, 
mentioning this publication, to Miss Phyl Scott, 
Staff Division, Norwich Union Insurance Group, 
Surrey Street, Norwich, NR1 3NG. 
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The Annual Foreign Service Written Examination 
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3erman and, preferably, Italian and several years experience in translating. tained. Further details can also be. 
| ; E l obtained from the Administrative Offi- 
Attractive salary, pension scheme and other ancillary benefits. ca = Laboratories, Fajara, Banjul 
| | "ww e Gambia. í 





Interested applicants are invited to write to the Personnel Manager, Bank for 
International Settlements, 4002 Basle, Switzerland, enclosing full personal details, 
references and a photograph. Please quote reference 88016. | 


. | Director, Public Enterprise 
| Unit, Ministry of Finance, 
Swaziland. 
Responsibility for development of system: 
procedures for financial monitoring of Swazi 
| public enterprises. Budget/performance Te.: 
ee ew, privatisation planning, stait training 







Applications will be treated in strict confidence. 





















-with strong background financial/busines 
| analysis, corporate planning, public and pri 
of vate sectors, relevant experience in African 
B Vaio vid US citizens preferred. Resumes 
| s]: TransCentury. J. Flator, 1724 Kalorama Rd 

“NW. Washington, DC 20008. EOE 






















al London - . Salary up to £24k 


To meet the expected growth in air traffic into the next century, the Civil Aviation. 
Authority has a major programme to replace and update the radar, communications, 
computer and other equipment and facilities required to provide the UK's air traffic 
contro! services. | dicc 


We are looking for someone to join our financial: appraisal team. You will be 

- tesponsible for the appraisal of projects, offen in fields at the forefront of technology. 
You will-assist in the financial analysis of capital.expenditure plans and in other 
appraisal and.analysis work. There will be regular contact with people of ail 
disciplines throughout the Authority. 


You must have a sound practical experience of the financial appraisal of major 
projects, probably gained in a large organisation. Experience of financial modelling 
is highly desirable. Applicants would preferably have a degree in Economics or 

a related subjéct and an accounting qualification. You will need a questioning, 
analytical and numerate approach, the ability to work to tight deadlines and good 
written and.oral communication skills, | 


Starting salary will depend upon qualifications and experience. Conditions of service 
include an excellent pension scheme, five weeks annual leave, LVs and an interest- 
free annual season ticket loan. my 
J Please apply in writing enclosing a current CV and quoting reference number E16, 
to Miss Norma Sandford, Civil Aviation Authority, Personnel Department, Room 339, 
Aviation House, 129 Kingsway, London WC2B 6NN. Tel: 01-832 5377 or 01-832 5383. 
Facsimile: 01-240 1153. mE | XN | 





| THEUNIVERSITY - 
OF QUEENSLAND 
. Brisbane, Australia 


| PhD Studies in 
| Information — 
Economics 


The Department of Eco- | 
nomics invites inquiries/ | 
applications from good | 
| social science honours | 
graduates and holders | 
of Master's degrees for | 
admission to PhD stud- | 
ies in information eco- | 
nomics. Suitably quali- |. 
fied applicants with | 
other disciplinary back- 
grounds: will also be 

considered. I 
Inquiries should be di- | 
J| rected. to Professor D. | 
McL. Lamberton, Infor- | 
| mation Research Unit, 
| Department of Econom- 
ies, University of 
Queensland, St Lucia, 
Australia 4067. — . 




























































































. EAST EUROPEAN 
ECONOMIST 

.| Centrally Planned 

| Economies Service 


Salary c £14,000 London SW1 


The WEFA Group is the leading global economic forecasting 
company. It was Pod from the combination of Wharton Econo- 
metrics (founded by Prof Laurence Klein, 1980 Nobel Laureat in 
Economics) and the former Chase Econometrics. 


A vacancy now exists to join the small team responsible for 


monitoring and forecasting the East European economies. The job 


provides a unique opportunity for a young East European specialist 
to develop his or her career. 


. The successful candidate must have a sound grasp of macro- 
economics, experience in monitoring and forecasting East Europe- 


£ -an economies, and. have experience in using appropriate software 


products on personal computers. 
Please contact Zuzana Princova on 01-823 4367 or write enclosing 
 aCV to: 
Kt CPE Service 

WEFA Ltd 
.23 Lower Belgrave Street 
London SW1W ONW. 









Customer Services Management 


An opportunity has arisen within the Services - 
| Management Centre for a Research Assistant. 
. Associate to investigate specific developments in 
customer services management. These investigations 
will involve liaison: with senior levels of management in 
“services companies, leading to the preparation of 
reports and case studies. 


The successful candidate should have undertaken 

ostgraduate studies in management, business or 

havioural sciences, and will have substantial 

practical experience in customer services 
management or market research within a service 
business (such as à bank or airline). He/she should 
demonstrate the credibility and maturity necessary to 
relate to senior managers. 


The appointment will be for a period of two years in the 
first instance, and the person appointed will be 
expected to register for a higher degree. 


salary within the range £9865-£ 15720 p.a. A candidate 
with exceptional experience may be appointed within 
the range £14500-£19310 p.a. 


Informal enquiries may be addressed to Prof. Martin 
Christopher (ext. 3271) or Prof. Adrian Payne 
(ext. 3261). 


Application forms and further details are available 
from thé Personnel Department, Cranfieid institute 
of Techne , Cranfleid, Bedford MK43 0AL, — 

~v tel: Bedford 0234) 7501 11 ext. 3343. Please quote 
reference number E/8181e. 


; Closing date for applications 8th October 1988. 















Cranfield School of Management i$ 


| 120 
















. .. THE UNIVERSITY OF ADELAIDE 
<o * 1 SOUTH AUSTRALIA 
invites applications from both women and men for the following positions: 


PRO FESSORS OF ECON OMICS 


In the Department of economics, following the appointment of Professor 
Cliff Walsh to the position of Professor in the Institute of Advanced Studies 
and Director of the Centre for Research on Federal Financial Relations at 
the Australian National University. The Department anticipates the pon 
ment of a second Professor following the retirement of Professor Frank 
Jarratt in December 1988. One chair can be filled from late 1938; the 
second from late 1989. 


The Department of Economics has a current establishment of 21 posts of 
lecturer and above,. but this will rise over the next few years with an 
expected expansion of student enrolments. The Department offers a full 
undergraduate teaching program at pass and honours levels including 
courses in economic theory and mathematical economics, economic 
statistics and econometrics, economic history, economic development, 
agricultural economics and several other fields in applied economics: 
There is a coursework masters degree (taught jointly with Flinders 
Aba and there will be a new graduate diploma in economics course 
in 1989. Research supervision is provided for honours, masters and PhD 
students. The Department is a major centre of high quality econom 

research in a number of areas of the discipline, with particular strengths i 


international economics and in applied economics and public polic, 


analysis. 


The University is seeking outstanding scholars with proven abilities in any 
areas of economics to provide academic leadership in the teaching and 
research activities of the Department. Candidates whose. main expertise is 
outside the core areas of economic theory will nevertheless be expected to 
contribute to these areas both in teaching and research... 


The new Professors, as senior members of the department, will share in 
the administration duties of the department and would be expected to show 
a willingness to become the elected Chair of the Department for a fixed 
term under the University's current system of departmental government. 











geo conditions of. appointment may be 
ssistant Registrar (Personnel) at the University. 


1370 and giving full personal particulars (including. whether candidates 
hold Australian permanent residency status); details of academic qualifica- 


(618) 224 0464 not later than 11 November 1988. ze Eoo 
The University reserves the right to make enquiries of. any. persor 
regarding any candidate's suitability for appointment, not to make ar. 
appointment or to appoint by invitation. 


THE UNIVERSITY OF ADELAIDE IS AN EQUAL OPPORTUNITIES EMPLOYER AND 
OFFERS A SMOKE-FREE WORK ENVIRONMENT. l 













NUFFIELD COLLEGE 
OXFORD OX1 1NF 


PRIZE RESEARCH 
FELLOWSHIP 


The Open University 
School of Management 


ONE YEAR RESEARCH 
ASSISTANTSHIP IN 










-be obtained from: Mrs 


ORGANISATION STUDIES 


A Research Assistant is required AN as 
soon as possible to work on a one year ESRC 
funded project directed by Professors Andrew 

; Thomson and Derek Pugh. to establish a 
Catalogue of British Organisational 
databases. 


Salary Scale 1B £8,675-£9,863 per annum. 


“Further particulars and pr form can 

roi aureen Leighton 
(546802), Administrative Secretary, School of 
siig Saale The Open University, 1 Coffer- 
d Glose, Stony Stratford, Milton Keynes 
MK11 1BY, or telephone Milton Keynes 
- (0908) 74066, ext 7657. 


Closing date for applications: 3 October, 




















¢ The Open University has an Equal Opportunities Policy. 


Applications are invited from grad- 
uates wishing to undertake re- ` 
search in some aspect of Economics, 
Politics, Sociology (including some 
aspects of Social Psychology), Re- - 
cent Economic, Social or Political 
History, Industrial Relations, Man- | 
agement Studies, Public and Social 
Administration, or international Re- 
lations. Candidates must be not 
more than five years beyond first - 
graduation or at a comparable . 
stage in their academic career, The 






















and will provide accommodation - 
and a salary or grant. Particulars | 





| from the Admissions Secretary. Ap- 





plications by 29 October 1988. 








Fellowships will be for two years | 






ANALYSIS OF HANDWRITING. Char- 
acter/Personnei appraisal. GRAFEX, 
Antwoordnummer 1927, 2501 WB, The 
Hague, Holland. Tel: 01751 77272. 





COUNTRY COTTAGE (big but dere- 
lict) on one acre of land near Bergerac. 
idyllic setting. £18,000 ono. A. Hunter, 
19A Golders Green Crescent, London 
NW11. Telephone: 01-455 3761. 





PRESTIGIOUS LONDON ADDRESS: 
Personal/company use. Special ser- 
vices. American Business Services. 
Tel: +44-1-706 0342. Fax: 01-706 
0349 





TRADED OPTIONS. individual course 
given by actual market maker, inciud- 
ing: basic theory, option pricing, pricing 
models, strategies, visit to floor, etc. 
Send SAE to Brook Options, 39 Good- 
7lose, Hailsham, East Sussex. 


ECONOMIST 
For information about | 
classified advertising 


COURSES | 
9 DAY GMAT COURSE 


September 26-29 and October 
: 2, 6.30-9.30pm at South West 
London College in Tooting 
Broadway, SW17. £200. 
Phone Kay Cobbing on 01-677 


8141, ext 232 or 01-677 5041. 
SOUTH WEST LONDON is an ILEA college 


B.SC. ECON, = 
IN MANAGEMENT Ô“ 
OR ACCOUNTING & 
































^5 

Home Study with your is 
tutor available throughout — wwe 
the course by telephone or eed 
post for these important - 
London business degrees. 
Free prospectus from: 
| The Registrar, Dept. CA7, 
. Wolsey Hall, Oxford 

OX2 6PR, England 

Tel: (0865) 310310 (24 hrs.) 







HE ECONOMIST SEPTEMBER 17 1988 - 


| Please 
Box 1176, Middiebu 
| USA. T 











peno! d 


| ment published in The Economist. 





CUT THE COST OF 
YOUR STAY IN LONDON 


-Take a furnished self-contained service 
near Harrods. 
nette, bathroom, 


LONDON 
ENGLAND 


Luxury Preis apartments in the 
heart of aide arent cower 
comfort a dle ee ae 
ed period Georgian 


ieu Y 3 
elephone 703] 687-6971. Telex 





ZURICH-ZURICH-ZURICH 
BAHNHOFSTRASSE 52 


. YOUR OFFICE AWAY FROM HOME 
@ Ofice/Management, Trustee and Fiduciary 
Services 


€ Company/Trust Fo 

@ international LC Docs/Invo: 

@ How to do business infor m Switzerland. 
Business Services Consult Corp 
Bahnhofstrasse 52, CH-8022 Zurich. 

Tel: Duet 8207 





“4 29 Bayswater Road, 
Hyde Park, 
London W2 4R] 
Tel: 01-2293654 
Telex: 268235 COBURG... 


«Fax: 01-229 0557 


. -ingle:£55.00 incl VAT 
Double/Twin: £77.00 incl VAT 
` Extra Single: £15.00 incl VAT 
Facing Hyde Park. Traditional 
hotel with all amenities. 
English breakfast included. 








Readers are 
recommended 

to make appropriate enquiries and 

take appropriate advice before send- 

ing any money, incurring any ex- 

pense or entering into a binding 

commitment in relation to. an adver- 


' tisement. The Economist Newspaper - 
- Limited shall not be liable to any 
| person for loss or damage incurred 


suffered as a result of his/her 
tion contained in any advertise- 











Fax (1) 2111922 " Tolo: 813 062 BSIC 


| Room for office, shop. $140,000. 





_ available locally as well as renova- 


| 6AE. Tel: 0908 567707. Tix: 826294. 
epting or offering to accept an — 





London — 
,AQuth h Keeigue, 
irs Mug 















VISITING X 
LONDON? 


Forget hotels 
Self catering apartments, fully 
serviced, T.V., telephone, telex, 
fax, aon or long renta 
ILTDE KAN i jns! id: : 
ie SiH & 











Full details: Pauline 
Tel: 01-902 8151. Telex 893095 
Sunsac Fax 01-900 1353 
Short or long lets 



















Che 





Kensin igton- ^ 
perdec? for bu 
computerised booking service 


aues Ol 





































THE ECONOMETRIC 
ESP® tel: 01-835 1144 
Most widely aiak PACKAGE for colour brochure and prices 
ou aes ME e. Telex: 918595. Fax: 01-373 9693 
Full statistical estimation a and model SERVICED 
uberi etym = APARTMENTS LTD 
Dealer inquiries : “ABS 
Mikros, ine., 76 ipsae one 33 26/27, Collingham Gardens 
Lexington, Mass., 02173 USA London SW5 OHN - ps 








RAMCO UAE BUSINESS ADVISORY SERVICES 


Professional business services for parties seeking to take advantage of business 
opportunities in the Gulf. Tailor made packages ranging from basic to fully 
comprehensive incorporating commercial, office and secretarial services, legal 
advice, Govermmant trade formalities. For full details | 









Contact: 
The Manager, PO Box 6020, Sharjah, United Arab Emirates E 
Tix: 68772 EM Tel: 06 375999 _ 


Fax: 06 374961 














Move To The Country... 


... to a forgotten village in the 
Shenandoah Valley, 60 miles 
northwest of Washington, D. C. 
Lovely and historic house, built 
1851, immaculately restored, 
with 4 bedrooms, 4 baths. 











For photos, etc., call awner’s.office: (703) 662-4451; home: (703) 4655669. 
O'Connell, P.O. Box 94, Winchester, Virginia 22601 USA. 























Prime property in Switzerland’s sunbelt 
LAKE LUGANO 


Weg. property in the romantic old village of Morcote—five miles from 
pid Nine luxury flats and three townhouses with panoramic view of lake 
and mountains. 2-5 rooms, fully fitted kitchens, modern bathrooms, large: 
sun Oa el indoor parking, heated swimming pool amid subtro = 4 

w etation. Private moorings. Price range from SFr480,0 
SFr940,000. Attractive Swiss mortgages. Approved for sale to enu. 

Emeraid Home Ltd. 

Via Pocobelli 25, CH-6815 Melide/Lugano. 

Telephone: 091-68 65 23 FAX: 091-68 73 44. 













APPOINTMENT 


TUSCANY WANTED 
Provinces of Lucca & Pistoia, the 
unspoilt, verdant areas within easy 
reach of Pisa, Florence, the sea and 
skiing. Hand picked farmhouses, 
mills, medieval village houses, unren- 
vated or ready to enter. Mortgages 


INTERNATIONAL 
EXECUTIVE 


tions and management. Rainbow E, 7 
London Road, Old Stratford, MK19 


Fax: 0908 563289. Come and see us 
at The Overseas Property Exhibition. 
Waridort Hotel, Sept 16-18th, ttam f 






Bilingual EnglistyFrench. 


Please write to Box 3607, De foon 


6pm. Stand No 14, M bid St ipd $ Street, L 









Knightsbridge 
PROPERTIES TO LET 


S G BOLAND 


| Tel: 01-221 2615 Fax: 01-727 6045 








| Holland Park i 












IBS 


| International Business 
Services. 
(Swiss Bank controlled) 


@ Asset Managem 
























ent 

1.9 Company/Trust/Foundation 

> Formation and Management in 

Switzerland or third country 

1 @ Trustee, Fiduciary and 

Consulting Services for 

commercial and financial 

operations 

@ Accounting/Auditing/Tax- 
Planning 

@ Back-to-back operations 


IBS, Bahnhofstrasse 100 

| CH-8023 Zurich! 

| Phone 41-1-211 04 83 
Fax 211 75 31/Tx 813 884 







































PUBLICATIONS 





























* profiles of the world's major 
textile companies 
* consumer market research data 


The latest issue includes: 


b talian clothing: exports under 
: pressure. 


^ b Portuguese textiles: living with 
"n EC membership. 


€ Subscribe now! Your competitors in over 50 countries are already doing so! 


i Price including airmail postage: 
i UK £235 


"x | Li Please invoice me 


Address Es 


a INTERNATIONAL: 


WORLD'S FIBRE, TEXTILE AND APPAREL INDUSTRIES. 


A year's subscription will bring you'reports on: D 


Aymane agn peri tn vage iv Pt e Yr i emm ed rnm v rr mr eere arii mia a juan rn P 


ortnm rare eda munaman: 


LI Please enter an annual subscription (6 issuestto Textile Outlook International. " 


Li Europe CHO Ci North America USS455. C! Rest of World £250 


C3 bPenclosc.a cheque for V/USS amama to The Economist intelligence Unit Limited i » 


i d i ONS a i db i ae = ed ud fee ea ene eee ec, IN NN | 
BMA IOAN ad ESE Sat i a e a te ete el 


s rine tree nets a EEE AA A EN BAI Laa aa BA AAAA p a a a A e AA LA AA EAAS AAAA AAA AAAA EPIRI 


Vates Mese mm nee nid AA S AAMA ARAM BAI paih à dda ai cl d miiia a ym nana mee e a NAi a e en rs ern verd een d n aaa ard n Nr Par resign 


Return to Marketing Depanment (EY XB) 
The Economist Inielgenee Unit Lid 









YOUR OFFICE IN 
RIO DE JANEIRO 
Private office. on daily/weekly/monthly 
basis. € Multilingual: ^ secretarial, 
translation and. answering services 
@ How to do business in Brazil. 
Contact 
. SOFTLANDING 
Tel: 55-21-262 2286. Telex: 
2138806. Fax: 55-21-262 5946 
















A FABULOUS MARKET 
30.000.000 customers who do smoke 
over 25.000 distributors 

AN EXCEPTIONAL PRODUCT 










" | 

METH 

| | manei: i paren ae PE REENE REE DREN = 
| | REDUCES THE TAR AND 
Sc a: NICOTINE 





iha neturol RAXUNBN stones contamed iv mconet can 

tectuce up ta 65 % of the nicotine of tobacco 

Senply piace a miconet into 0 cigarette pack wot ten 
mingles Then enjoy making. 5 

: One stick trocts 40 packs (1203 cigarettes 

Recon? tests by ROC govermement laboratory proved hot 

nicorwe cuts peaty ong fni oh ricaine ebsoaroeg fam 
cigoreties 


ACT NOW AND BECOME OUR AGENT 


Proce cesta! AREA. SA: 
ALAN CATAR bongan 2 BP OF «A TTOSNGRTET AG AONE: 
FRRARBKCEEL ab PO ae 









* locations of current and future 
investment 


* regional analyses 





b UK home furnishings: à promising 4 
future as fashion hits the home. 
b Mexico: set for rapid growth in = 4 
the 1990s. i pO 
b Clothing consumption in the 
major markets. 


EEEE ES 







ATHE |i 

VIDEO 2) 
IMAGAZINE OF — 
FRANCE TODAY! 


FRANCE PANORAMA is an 
exciting new concept in foreign 
language programming, Now, 
twice a month. you can receive 
a unique video magazine all in 
French that focuses on news, 
sports, fashion, arts, culture, 
current affairs and featuring 
music videos and special 
interest topics, 
Each fast-paced 45. minute 
video brings France into 
your home, classroom or 
office. A free user guide 
will accompany each issue 
of FRANCE PANORAMA. 


f d 80 Day. Money Back Guarantee 
































To subscribe or obtain a preview tape 
CALL TOLL FREE: 1(800) 338-4814 
in NY: (212) 840-7830 oF write to: 
JEM Communications, inc. 
49 West 38th St, Suite 1500 


= New York, NY 10018 pa 
VISA & MASTERCARD ACCEPTED 






LONDON PROPERTY RENTALS, We 
let studios/large houses to high specifi- 
cation from £150 pw to £2,000 pw in the 
following areas: WS8/W1/SW7/SW3/ 
SW1 and Richmond, We. nope to inm 
clude you in our long list of satisfied 
customers. Please call Henriette al 
Orbiton Estates on. 44-1-038 2558. 
Fax: 44-1-938 3021. ) 


EXECUTIVE 
HOTEL 


57 Pont Street 
Knightsbridge 
London SW1X OBD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 
Extra Single: £19.95 + VAT 


Elegance, privacy and exceptio 
value in one of the world's m 
fashionable neighbourhoods. Buret 
style English breakfast included: 




















. U.S. RARE COINS © 


PCGS Graded Coins only, 
Call or write for information on Individual Coins, Portfolios, and Sets. . 


629 Camino Los Mares 
^ ' Suite 208 
San Clemente, CA 92672 


Tel: 714/665-5424 
Fax: 714/494-3213 





Present their VIP Service 
Corporate entertaining with style 


In JUST we introduced to the West End Pheatye our VIP service = 


available in all Stoll Moss Theatres. 
the Royal Retiring Rooms and ol 
experie 


"or Che first time we opened up 
red a unique theatre-going 


STOLL MOSS VIP SERVICE INCLUDES: 
@ 4 personal welcome hy the theatre manager. 


@ Atendance throughauil the evening by your own exclusive usher 


The use of a private rom for a champagne reception wih 
canapés and smoked salmon sandwiches. 
® The best avaiable seats. 
@ sour programme and or souvenir brochure 


Minimum reservation six persaris 


Tel:01-437 2274 Ask for VIP Service 


` s 


DRURY LANE 


P raearee ROYAL 
VICTORIA i b | 

















SEP D "Pa 51] 40 Duke Street. London WEA IDW. à nts; Sr Cen ng ER MERCI liis c c E EE 
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CAMBRIDGE WEEMS ‘oS d - FRE EF A aU ee APR 
THEATRE THEATRE * QUEENS THEATRE e ROVALTY THEATRE « 


; i H5 Park Avenue Soüth New York, NY. 10003. LISA Telephone. (2623 46 gago Telex: 12536 
Registered offen: 22 SrJames street temin SW EA PHO Registered io Londen Nu. 762617 
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.THE ECONOMIS 





* 4 


DJ p xam ; fo SS gop1 quera ENRDXUPUEE" RE — Sa = O4 3 EM—— "73 x š so 
E : ys " NUT N CF. - 


Le j * 


ECONOMIC AND FINANCIAL INDICATORS 1 


NENNEN — ——*'-----V-V--*-————A———————————— 
OUTPUT, DEMAND AND JOBS In August Britain's retail sales were 0.5% higher in volume terms COMMODITY PRICE INDEX 
than in July; the 12-month rise slowed a little to 6.796. West Germany's retail sales have recently Dry weather in Brazil could 


begun to pick up, but in July were still no higher than a year ago. New figures show unemployment reduce the 1989-90 coffee 
falling in three of the countries in our table. Australia's unemployment rate was 7.096 in | crop, and is giving the glutted coffee market 
August(compared with 8.196 a year ago), Canada's was 8.096 (down from 8.896), and Spain's was | a boost. Prices fell to less than 100 cents a Ib 








19.796 (compared with 20.396). at the beginning of August, but climbed to 
% change at annual rate over 115 cents a Ib before reports of rain in 
industrial production GNP/GDP retail sales [volume] unemployment % rate | the south of the country this week. The 

3mthst 1year 3mthst — iyea  3mthst — yea latest yearago | Market is also looking to the coming Interna- 


$1 tional Coffee Organisation talks in London. 


Australia +12.3 +19 my +72 + 5.1 0 — 04 + 3.1 0 7.0 A» : 
Belgium — 4 43 4 33 we na na F107 4 04 ti 115 w° 125 Export shares for the 12 months from 
Canada 434 +73 m +39 +490 *22 +18 m 8044 88 October have already been fixed, using an 
France +13 +29 mw +45 +400 —91 —18 wy 105 x 106 agreed formula. Several African countries, El 
W.Germany + 31 +31 x —07 +34 œ +106 nil a B.8 Aw 8.9 Salvador and Guatemala lose out; while 
Holland — $0 nil — Jw + 3.7 + 3.2 0 — 20 — 18 wt 140 j 14.1 Indonesia, Costa Rica and Brazil will get a 
Italy * 33 * 54 te * 08 + 28 ù + 49 + 16 sant 16.4 sw 14.1 bigger slice of the market. The price range to 
Japan — 32 +79 a +11.3 + 6.7 o! + 84 + 84 way 2.5 J 2.7 be defended. and the size of the initial 
Spain +158 +66 my na na 4155 +140 o: 19.7 a 203 end inia: have vet to be settled 
Sweden +167 +26 wm +31 +230 +140 —82 w 1.7 s 18 annum quoa, y k 
Switzerland — 68 + 6.7 aon + 13 + 3.1 o - 75 ni Mart 07 x’ 0.7 
T *54 +30 u +53 451m  *91 TOI m 82 » 102 — e Sali "d 2 
4 +60 +54 m +33 +43 @ +10 +25 wm 5.6 Aug 6.0 month year 
{Value index defiaied byCPL SSS nonc ss 
— MM ———————————————————————————— | ^nhems 1488 1468  — 17 +28.9 
PRICES AND WAGES The 12-month rate of wholesale-price inflation is creeping up in several of | Food — — 1190 — 1181 +13 +33 
the countries in our table: in Holland to 0.996 in June; in Sweden to 6.396 in July; in Britain to 4.9% | 'ndustrials us ^ d - 22 DN 


in August; and in America to 2.7% in August: In Japan, however, wholesale prices fell 1.0% in the Nia t 
year to August. Growth in Japanese monthly earnings slowed to 3.0% in the 12 months to July; Metals 2005 1992 


American earnings grew at the same rate in the 12 months to August. Sterling index 
% change at annual rate Alitems 1420 1109 — 04 +247 
consumer prices* wholesale prices* wages/earningst Food 89.5 892 +26 +271 

Australia + 7.0 + 7.1 May + 86 * 79 w +74 + 7.3 rm" Nia t 1077 107.1 20 is 
Belgium + 25 + 1.0 su + 04 + 0.1 my —13.4 + 150 — — 
Canada 4088 +938 » +o? +37 » $29 3 14 we em 153.1 1508 — — 25 +456 
France + 38 + 27 m + 43 + 29 0 + 33 + 3.3 w* rd 1165 1145 -—21 +276 
W. Germany + 1.0 + 1.1 us + 27 + 14 sa +10.2 + 3.4 w Fo 7" eat. 0M «08 4986 
Holland + 18 +10 x + 38 + 09 sun + 09 + 09 w r Ee rA, 
Japan + 19 + 05 uw + 23 — 10 Aw + 3.5 * 30 x CNET. - dint . 44$ — 87 e 1121 106 -—37 - 19 
Spain + 26 + 46 h +29 + 28 jun + 55 + 7.7 » Mua =~ ae” ARRA — 49. 4420 ES" ana. — 49. LL 
Sweden + 58 + 62 w + 62 +63 wu +18.8 +69 sn” ^ o E RA SE S 
Switzerland — 0.1 * 18 Aug + 33 + 22 w +148 + 27 Q0" $ per oz 428.25 420.25 = A5 — 85 
UK + 7.7 + 48 wi + 51 + 49 Ag + 73 + B5 sum Crude oil North Sea Brent 

A + 51 + 4.1 ou + 56 + 2.7 ww + 28 + 30 ag $ per barrel 13.43 1358 — 90  —268 

rates in manut except Australia, weekly earnings, Japan, and Switzerland, monthly earnings; Belgium. Canada, Sweden and USA, hourly t provisi tt Non-tood 
rater dn cd provisional agriculturais 





m TURKEY Last year Turkey's Gop grew by 
7196, over twice the OECD average, but its 
manufacturing investment fell by 996. Large 
rises in private and public consumption and 
residential construction accounted for the 
strong expansion of output. Heavy government 
spending has led to high inflation, up to 4096 
in 1987. The oeco's forecasters expect an 
acceleration in inflation this year despite the 
Turkish government's promise to try to bring it 
down to 2096 by 1992. Successive devalua- 
tions of the lira have not stopped soaring 
prices from damaging Turkey's international 
competitiveness. The trade deficit widened to 
$3.2 billion last year. The other big problem is 
the unemployment rate, now 1596. Even 7196 
growth has not proved fast enough to boost 
jobs in line with the rapid expansion of the — "ggz 4 8 66 of 688 89 1902 63 à 84 85 86 87 88 89 
(non-farm) labour force. sem OECD fas wire 


M ——————————— MM HMM — M oA 
Footnotes applicable to all tables. All figures seasonally adjusted except * not seas. adj, t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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m ASIAN BANKS The Hongkong and 
Shanghai Bank is still the biggest bank in 
Asia (outside Japan), with assets of more 





WORLD BOURSES Wall Street advanced 0.9%; London, fearing another rise in interest rates, 
slipped 0.7%. Tokyo rose 1.7% on the week; it is the only market where prices are higher than a 
year ago, and is just 2.2% short of a record high. 


than $100 billion. But the Bank of China, the | Stock price indices % Change on 
world’s largest state-run bank, is catching Sep 13 eee. i one one record 31/12/87 
up. It had pre-tax profits of $1 billion in 1987, high low week year high iM os 
larger than any other Asian bank outside | |i oraia 1530.6 1657.8 1170.7 - 23 -34  -336 +167 4289 
Japan. Like other banks in the region, the | Beigum 55g 50431 3984 20  -— 37 -75 3821 IA 
Bank of China gained from buoyant foreign | Canada "3264.3 3465.4 2977.9 - 1!  -— 168  -—208 4 33 4 94 
trade and a boom in short-term trade fi- | France 354.0 368.5 2513 +16 — — 176 -21 +061 + 74 
nance; most of the banks saw increases in | W.Germany 15203 1520.3 1207.9 + 26 —243 -333 +17.0 - 05 
their assets, and in their capital-assets | Holland 267.3 284.8 205.7 + 0.2 - 158  —20.0 +28.1 + 89 
ratios, last year. Taiwan's banks had a shaky | Hongkong 2473.5 à 27725 22280 NN — 322 — 374+ 74 +67 — 
dollars; rapid growth in loans and deposits Japan 27794.2 28423.4 21217.0 + 17 + 11.4 ~ 22 +28.9 +17. 
Singapore 1062.9 1177.9 833.6 +01  —268 -24 4291 +267 
eee Dam bolar ioana p TE oria iano UNE 1390 1 O O E 
South Korean banks had a profitable 1987 ; m | —. 3t 
u p Spain 275.1 301.6 NES  —32 186 9-145 Ad EH 
even though the stockmarket was all the | Sweden 90094 31129 21485 417  - 30 -73 34396  -260 
rage with Korean savers. South Korean | Switzerland 5460 559.0 466.6 —02  -—225  -252 Fi  -— 58 
banks say they can climb no higher until | UK 1756.3 1876.0 1694.5 — 07 — 224  —281 + 25 — 74 
y they | g SS... 1x . RS RENS ANNE. 11€ uc (GM 
their government loosens its banking rules. | USA 2083.0 2158.6 1879.1 +09  — 188 -235 +74  -*74 
tConverted at financial rate 





MONEY AND INTEREST RATES Short-term interest rates eased in America. The 12-month growth 
of Canada's broad money jumped from 7.2% in July to 11.1% in August. Spanish banks lowered’ 
their prime lending rates by one point, to 13.596. 


Asia's* top 15 banks assets $bn, end-1987 





Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Overn 3months Prime Gov't Bonds 
hn Broad} ight um Corporate panes 
Australia +166 +12.8 w 12.50 13.48 15.50 13.30 12.05 13.05 13.19 14.08 
Belgium + 47 *102 o 7.00 7.50 9.50 7.10 8.07 8.25 7.56 na 
Canada + 40 +11.1 awg 1000 10.45 11.25 9.69 10.17 10.89 10.25 10.43 
France — 01 + 68 way 7.69 7.94 9.25 8.13 9.38 9.61 8.06 9.05 
W. Germany + 10.4 + 62 w 4.90 4.90 6.00 4.46 6.45 6.25 5.00 5.61 
Holland * B.1 + BO wun 5.41 5.56 7.25 5.56 6.25 6.91 5.50 6.46 
* 70 + 67 wy 10.88 11.88 12.88 na 10.96 11.10 11.75 na 
Japan + 72 +11.1 sw 3.75 4.16 3.38 1.76 §.15 4.82 5.00 5.10 
Spain +20.4 +13.2 an 10.33 10.72 13.50 7.50 12.17 13.77 10.38 na 
Sweden na + 34 my 10.15 10.85 12.00 10.42 11.34 11.80 10.25 na 
Switzerland + 18.6 +11.8 May 2.88 3.50 5.25 3.25 4.25 4.59 3.56 4.63 
UK +178 +20.6 x 9.88 12.06 13.00 12.00 9.91 11.18 12.00 11.27 
USA + 52 + 64 w 8.13 8.16 10.00 8.22 8.99 9.81 8.31 8.92 


Other key rates in London 3-mth Treasury Bills 11.7%, 7-day Interbank 10.1%, clearing banks’ 7-day notice 3.8%. Eurodol 

rates (Libor): 3 mths 8.3%, 6 mths 8.6%. 

peu Australia, Canada, France, Spain, Switzerland, USA, UK, W. 
: Manhattan, 


of Bilbao, Chase Banque de Commerce N Credietbank, 
Credit Suisse First Bostan, Wharton Econometrics. These rates are indicative only and cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES America's trade deficit narrowed by more than expected in July, to $8.1 billion from $11.7 billion in 
June. (These figures are on a new accounting basis: on the old definition, the deficit fell from $13.2 billion to $9.5 billion). America's current-account 
deficit fell to $146 billion in the year to the second quarter. After a nervous week the dollar closed 0.596 up against the D-mark, but 1.696 lower 
against the yen and 0.596 down in trade-weighted terms. The trade-weighted pound fell 0.496. 





versn dae m rye obra eri viver ta T enm 
Credit Lyonnais, Svenska Handelsbanken, ANZ 


trade balance? current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £ per SDR per ecu Jul ^ yearago 
Australia — 0.06 sn — 01 — 88 w 62.2 57.2 1.25 1.37 2.13 1.62 1.40 12.8 9.3 
Belgium + 0.39 re — 01 + 3.6 0 98.1 99.8 38.8 37.6 65.9 50.4 43.5 8.6 B.1 
Canada * 134 m + 81 — 7.8 c 83.5 78.5 1.23 1.32 2.09 1.61 1.39 14.6 5.6 
France — 0.15 sum — 38 — 46 oa 69.0 71.5 6.29 6.06 10.7 8.16 7.05 29.8** 32.2 
W. Germany + 823 » + 703 + 46.9 dw 144.8 146.8 1.85 1.82 3.14 2.40 2.07 61.3 60.9 
Holland — 0.29 x + 25 + 34 o 133.2 134.9 2.09 2.04 3.54 2.71 2.34 14.7 13.9 
Italy — 232 w — 108 + 55 ow 45.0 473 1380 1310 2343 1794 1547 29.4 21.4 
Japan + 724 x * 920 + 798 wz 240.0 221.1 133 144 226 174 149 88.1 69.5 
Spain — 130 wu — 17.8 — 13 M 49.7 50.3 124 122 210 161 139 33.9°° 19.9 
Sweden + 0.36 wu + 40 — 1.6 w 67.5 67.8 6.41 6.38 10.9 8.34 7.18 7.9 8.0 
Switzerland — 0.46 sen - §3 + 77 9 166.6 172.67 1.56 1.51 2.65 2.03 1.75 23.0 19.9 
UK — 452 m — 29.1 — 18.8 x 75.6 73.0 0.59 0.61 — 0.77 0.66 41.2 29.1 
USA — B.07 ow —134.388 —1458 o 98.6 101.0 = — 1.70 1.30 1.12 32.8 33.3 


tAustralia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/lob. f Bank of England index 1975 = 100. tt Excluding gold. ** Jun $1987. $$New series 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Sdn. Bhd. 








"WHEREVER YOU ARE 
IN THE WORLD, YOUR MONEY 





GROWS BEST IN JERSEY. 


f you are living or working abroad, Abbey National 
will help you make the most of your money. 
Jersey’s genial financial climate, your funds will flourish 
surely as the flowers. And now that Abbey National 
established in the Island, you can have all the benefits 

ilding society account with high, tax-free interest, 

ich more besides. 

We've joined forces with The First National Bank 
Chicago to introduce a fast and highly efficient 
ernational money transfer system which allows you to 
nsfer money from your bank account to your Offshore 
restment account, wherever you happen to be. 

Our Offshore investment accounts are so flexible, 
u'll find exactly the right one for your needs. Offshore 
as offers instant access and five rates of interest, 
pending on how much you wish to invest. You can start 
th just £500. Offshore 90 offers even better rates (at 90 
ys’ notice), and you need £1,000 to get started. In all 
ses, no tax is deducted; your interest is paid in full. 

Now we've 
inted the thought, 
id us the coupon. 
And we'll really 
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st, flexible cash flow and high-rate tax-free interest. 


Copies of the latest audited accounts are available on request. 
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To: Peter Donne Davis, Managing Director, Abbey National 
| (Overseas) Ltd, PO Box 545, Abbey National House, 
|Ingouville Place, St Helier, Jersey, Channel Islands. 


| Please send me full details of the Abbey National 
| Offshore Plus & Offshore 90 Accounts, including current 
interest rates. 


Name 


| Address. Ra ler es 
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FROM AMSTERDAM TO 4 NEW DESTINATIOI 
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a few places 
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E, 
KLM is a truly international airline serving 138 des- 
ions worldwide. 

New destinations include Orlando, Faro, Valencia 
Denpasar. Plan your next trip through your local travel agent. 
he 336 KLM offices worldwide. 

Wherever you contact us you'll always find our service 
ble, punctual, careful and friendly. 


Test us, try us, fly us. DE ee L 


he Reliable Airline KL IM 


ka. Royal Dutch Airlines 
bani cdita St. FA. i m ibi diim ^ dii å i A di. bi "- 
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The ultimate in business travel; supersonic Concorde and the 125 business jet. 


Concorde has now carried over 2 million passengers and the 125 has achieved its 700th sale 





JUST TWO OF 
OUR PRODUCTS... 


Every day Concorde does what we de- 
signed it to do—fly passengers at twice the speed 
of sound across the North Atlantic. 

It removes time and distance barriers to 
international trade and opens up more oppor- 
tunities ( more companies in more Nations. 

So does our 125, the world’s best selling 
mid-size business jet. 

By {lying its passengers directly where and 
When they wantto go, it saves time and money 
and stimulates trade. 

Further proof that we anticipate and build 
for the needs of the tuture. 

lust like the Harrier the world’s first 
and still the only operational vertical take-olt 
and landing aircraft; Rapier battle proven low- 
level air defence system: 146 the world’s 
acknowledged quictest jetliner, and many 
others, 

British Aerospace today designs and builds 
more types ol aircralt, delence and space systems 
and has more collaborative agreements with 
more countries than any other company tn 


the world. 


BRITISH AEROSPACE 


British Aerospace pic, 11 Strand, London. 


"J3 
Photos courtesy OF Brittsh Airways amd MAMA hion 
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ICE GROUP SIGNALLING TO THE TWIN OTTER RE-SUPPLY AIRCRAFT AT BASE CAMP, RYVINGEN. 


Sir Ranulph Fiennes 


went to the ea of the earth 


to ensure the success 


of the Transglobe Expedition. 


If Ran Fiennes had lived in the 15th century, 
he would have been off proving to us all that the 
world was round, not flat. 

He has almost literally been everywhere and 
done everything. From free-fall parachuting onto 
Continental Europes largest ice-cap, to surveying 
up the River Nile, to forging his way 5,800 miles 
along North Americas most hazardous rivers. 

But the most breath- 
taking achievement was 
| Transglobe, in which he set 
out to circumnavigate the 
earth along its polar axis, 
crossing both poles in one 
expedition. 

After seven years of 
intense. preparation, Ran 
Fiennes led men, machines 
and equipment on a 
37000-mile journey. The 
meticulous selection. of equipment paid 
dividends at many stages. The supply ship, 
the meteorological gear The communi- 
cations systems. 

All proved thoroughly reliable. The 
Rolex watches they took with them per- 
formed as expected in both the searing 





TRANSGLOBE'S ROUTE. 


122°F of the El Golea sand dunes and in 
an air and wind chill factor of minus 
131°F on the colossal Antarctic Plateau. 

Acting out a catalogue of broken 
bones, hidden crevasses, serious frost 
attack and almost permanent dampness, 
the expedition forced its way up the other 
side of the world. 5,000 miles in 35 days ~ a trip, 
for the few who ever made it, that would normally 
take three seasons. They then struggled over the 
Arctic Ocean via the North Pole, becoming the 
first men ever to reach both poles the hard way. 

The improbable circle was then completed by 
canoe when they made contact with the supply 
ship three years later. Everyone came through 
with flying colours. 

The Transglobe team had successfully accom- 
plished the mission that experts had labelled 
"impossible" And their battered but uncomplain- 
ing Rolex watches. Each one living 
up to the coveted title of Officially WW 
Certified Chronometer. ROLEX 
— of Geneva 







THE ROLEX EXPLORER Il CHRONOMETER. AVAILABLE IN STAINLESS STEEL 
WITH WHITE OR BLACK DIAL. 
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Changing colour 
Politicians discover the environ- 
ment, and with luck will remem-. 
ber their economics, page 15. 
How economists can help ecolo- 


gists save tropical forests, 
pages 25-28. 


Taipei's dive 
There's no gentle way to bursta 
stockmarket bubble, page 89.. 


Pol Pot aside 

| China, which has used the — 

“Khmers Rouges to get Vietnam 
out of Kampuchea, now has tè 
tame them, page 29. m 





Rethinking robots 

Men who make robots in their 
own image court disappoint- 
ment, page 19. Cutting robots 
down to size without hurting 
their feelings, pages 93-96, — 





In pole position - 


Not America, not Europe, but). 
Japan. A survey of the motor in ; 
dustry after page 60. | 


In hock 


America’s corporate borrowers 
in uncharted waters, page FL = 


| Very pacific 
Russia eyes the Asian miracles, - i. 
.| page 34. | 








| Congress succeeds 
America's legislators head home 
| with m more achieved than u usual, 






























































British advertising 


deed impressed . Wall Street 
("Berkeley Square takes on Mad- 
ison Avenue’, September 17th). 
« But so, too, have. the Saatchi 
brothers. A more important. rea- 
son than "impressions" may lie 

behind the 57% difference in 
vcprice-earnings ratios between 
the shares of wer (at around 11), 
and Saatchi & Saatchi (at 
around 7) The reason is that 
-there is a likelihood that Saatchi 
& Saatchi may need around 
£150m to finish paying for com- 


however they raise the money, 
are — facing. potential 





Saatchi & Saatchi was able to 
accelerate its earnings growth 
and stock-price appreciation by 


ies at their private-market val- 
ues—often around 11 times 
earnings, based on a formula 


ent if the acquisitions met am- 


ased on a glamour-multiple 
(perhaps 20 or more), thanks to 
the fast-growing earnings. The 
mistakes you cite—BDates and the 
banks—may have taken the 
bloom off the Saatchi-stock rose. 
But the real problem lies in the 
future. The company may need 
to raise capital at a higher rate 
than that capital can return. 

_ A hard-nosed securities ana- 
lyst would be obliged to point 
out, in all fairness, that Mr 
5 Sorrell may not have fallen into 














Printed in Singapo 


Sir—Mr Martin Sorrell bs in 


panies already "acquired" and, 


purchasing fast-growing compa- 


ich resulted in a higher pay- . . 


bitious growth targets—and pay- - i 
ing for them by selling stock 
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6 Published weekly (excepi for a. Zormbined issue the a 


a similar trap in part because he 
has not had the opportunity to 


doso. 


New York ALAN GOTTESMAN 
er ee ere one Cee 


Save and give thanks 


SIR— Your leader on the paucity 
of world savings (September 
24th) identifies one of the symp- 
toms of the world's economic di- 
lemma. That dilemma should be 
recognised as inadequate. de- 
mand that arises from the inabil- 
ity of the market economies to 
distribute the returns of produc- 
tion in a manner that ensures 
the long-term stable growth of 
demand. KHEN | 
The reason Americans and 
others do not save is that gov- 
ernments have — turned : to 





credit creation as ihe last resort 
to prop up faltering economic 
growth. To support such a strat- 
egy they have developed tax and 
welfare policies that encourage 
and reward debt to the detri- 
ment of savings. Of course, debt 
grows geometrically so there will 


* 

wd * 

The SUBSCRIPTION COUPON : 

Bae F The Economist Newspaper Limited : 

A conon ust 2 Jurong Port Road, Singapore 2261, Republic of Singapore : 

i : Registered in London 236383. Registered Office 25 St James's Street SWIA THG | $ 
[ 

: H Please enter a subscription for 1 year. 1 enclose payment of ............cccecccssssessecnsreserisnsseneocereyonsouercecsvanee í : 

+ 

3. NAME : 

E MELIOR * 

+ * 

S THLE ‘ 

WE IRR $ 

* + 

3. COMPANY * 

ates eros oahu Usa TETTE : 

| ADDRESS : 

* 

+ 







. for these people. 


teen 


nineteent 
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folly? 
Santa Monica, 


California . M. HARRINGTON 





SiR—You say that 
households, the richest in the 
world, last year saved only 3.296 
of their disposable incomes. In- 
dians did much better than 
that." 

Americans don't save? They 
save like mad—for education. 
They contribute far more than 
the biblical tithe to what used to 
be called charities, chiefly 
schools. School taxes are invest- 


ments; they produce returns af- 


ter many days. But technically 


they are excluded (though 
elected) from “disposable 
incomes”. 


Neither saving through social 
security nor investment in 


schools provides what the jargon ` 


calls “savings”, which we also 


need. That can be reported with- 


out Indians, with decent lucidity 
or responsible irony, befitting 
your sensitivity to the abuse of 
rigour. Prescription: a half-hour 
of Gibbon or Franklin every 


morning before breakfast. 


Fresno, - 
Cal ifornia EARL LYON 
America’s liberals 


.SiR— You rightly say (September 


3rd) that "to define liberalism 
solely in terms of government in- 


 tervention is absurd." Tocque- 


ville said that modern democra- 
cies must choose between the 
conflicting objectives of freedom 
and equality. Classical liberalism 
subordinated that passion for 
equality to the ideal of freedom. 

In contrast, those who call 
themselves liberals in contempo- 


rary America are willing to limit 
freedom to" or- 


freedom, be it “ 
"freedom from", in order to 
achieve equality. "Egalitarian" 
would perhaps be a better word 


San Francisco SUHN HONG 





SiR—-Your account is quite 
good—until you decide to lec- 
ture Americans about capital 


punishment. In this, you say, Re- 


publicans not only depart from 
h«century liberalism 
ully" step back from 


{4 












a i  oning. a 
the real issue is how will we drive - 
_ the engine of economic growth 

when debt no longer fuels our - 


"American ` 


-"marks the. tical Black and white confronta- | 








litical trad 
The Ur $ 
20,000 murders every year— 
150,000 so far during the 1980s. 
This amounts virtually to an un- 
declared war (Korea and Viet- 
nam saw fewer battle deaths per 
year). And fighting a war usually 
includes killing the enemy be- 
fore he kills you. Our govern- 
ments are prepared, if necessary, 
to go to war and shoot enemy 
soldiers. Why should we think 
differently about killing equally 
violent enemies at home? 
Oakton, 
Virginia 









STEPHEN GOLD 





SIR—My dictionary defines a lib- 
eral as "One whose opinions are 
favourable to changes and 
forms tending i in the directior 
democracy." 

One notes. that. the final Jod 
of the definition is “democracy”. 
Is that why the Republicans are 
so fearful of the word “liberal”? 
You bet your life it is. 

Palo Alto, 


Cal ifornia James CURRAN 





Immigration 


Sr—Mr N. Haigh (Letters, Sep- 
tember 17th) presumes much. 
when he asserts that your white 
readers will be alienated by your 
pro-immigration stance. I resent 
his implication that just because 
Į am white, I must therefore also. 
be antiimmigration (transla- 
tion: racist?). 

As for Mr Haigh's espousal of 

"the rights of native eth 


groups to a homeland of tt 


own”, would he have been in the 
frontlines of the North Ameri- 
cans resisting the incursion of 
white settlers, the Australian ab- 
origines driven from their homes 
by white colonists or the Celts 
pushed out of England—from 
whom Mr Haigh could well be 
descended? 1 shall be renewing 
my subscription. 


ndon E. WELLS 
m Á—MÁ— M —MMM—— MM 
South Africa 

SkciYour-cmsimine. emae. 


about South Africa (August 
27th) sent a groan through my. 
office of "detribalised, well-edu-- 
cated, prosperous urban black . 
Africans" i 3 
When are you going to stop 
writing clichés about South Af 
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ORATE 
PLANNER 


An international consultancy group, which is publicly quoted 
and capitalised at around £70m, is seeking a eae Planner 
to work in its UK head office. 


Reporting to the Group Deputy Chairman, the Corporate 
Planner will be part of a small team responsible for the Group's 
medium and long-term strategy involving both developments in 
existing markets, and an active acquisition programme. 


itis envisaged that the corporate planner will have responsibility 
for three principal areas: analyses of economic and financial 
trends together with sectoral analyses of markets in which the 
Group operates; sectoral and target company identification and 
evaluation as part of the Group's acquisition programme; and — 
together with operating company Chie! Executives and the 
Group Finance Director- evaluation of existing Group 
companies' performance. 


CORPC 


The ideal candidate should have current experience in 
corporate planning at an international level, preferably in a 
service industry. Experience i in computer modelling would als 
be an advantage. 


Thisis a senior appointment with a dynamic and fast-growing 
international group and the remuneration package will reflect 
the level of responsibility of the job. 


in the first instance, applications with full curriculum vitae should 
be submitted to: Brendan Keelan, Ref ER126, 
Arthur Young Corporate Resourcing, Citadel oues. 
5-11 Fetter Lane, London ECAA 1DH. E 





Wandsworth — the Sng Borough 











Wandsworth becomes the largest of the capital's 13 new 
education authorities in 1990. The key second tier post of 
Assistant Director of Education (Planning and Resources) will be 
responsible for: 


AUTHORITY (AUSTEL) 


Executive Chairperson 
A$95,000 p.a. 


Melbourne 


The Australian Government is currently implementing changes to its 
telecommunications policy. A key step in the implementation of the changes has 
been the creation of a new regulatory body, the Australian Telecommunications 
Authority - AUSTEL, 


The Authority will be administering specific telecommunications regulatory 
legislation and will have close contact with the Trade Practices Commission, the 


Ombudsman and with relevant international telecommunications regulatory bodies. 


ht will have a specific role to protect the monopoly operations of the Australian 


telecommunications carriers as well as promote competition in telecommunications 


services outside the monopoly. 


The Govemment is now looking to appoint a Chairperson to fulfil the role of 


Chief Executive Officer of Austel, 


This isa statutory appointment reporting directly to the Minister for Transport 
and Communications, The appointee will chair a three-person authority responsible 
for the independent regulation ofthe total Australian telecommunications industry. 


It is anticipated that staff will number 70 with an annual budget of ASS million. 


To be considered a demonstrable capacity to develop an understanding of the 
telecommunications industry and the directions of policy change within Australia 
and overseas is essential. Formal qualifications and a proven management record 


at semor executive level are desirable. 
Telephone enquiries and written applications shoukd be forwarded in strict 


confidence to Dr. Michael Searby at Touche Ross, Melbourne. Replies should be 


farwarded no later than October 21, 1988. 


EXECUTIVE SEARCH DIVISION 
TOUCHE ROSS MANAGEMENT CONSULTANTS 
GPO Box 2776Y. MELBOURNE, 3001 

Tel. International +613 618 0618 Fax No. + 613 618 0666 


@ the Authority's development plan, linking resources to 
curriculum objectives; 


M management systems and procedures throughout the 
Education Department; 


E key support services, including personnel, finance, sites and 
buildings, transport and catering. 


The successful applicant will be highly motivated, with a 
proven track record in management at senior level, including 
financial, manpower and performance control not necessarily in 
education, Experience of developing management systems and 
application of information technology are essential. 


In addition to the salary, we offer attractive benefits, including 
private health care, pension, generous leave entitiement, and 
comprehensive relocation help where appropriate. 


This is a unique opportunity for someone with energy, initiative 
and commitment to help to shape the education service in 
Wandsworth. 


if you possess these qualities, please contact the Director of 
Education, Donald Naismith, telephone 01-871 7890 (or 01-871 
7711 out of office hours) for an application form and further 


Closing date: 31st October 1988. 


An equal opportunity employer. 


AUSTRALIAN TELECOMMUNICATIONS 


The Australian Government i is an Equal Opportunity Employer = z 
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ion, impending revolution, etc. 
Each time you do so, you ham- 






‘millions of people. 





s the fastest growing city in the 
















































removed influx control in July 
.1986. Durban now has over A 
^ people squatting on its fringes 
and looking for work. So what 
- does the world do to help? It 
ries for disinvestment and re- 
.stricts South Africa's ability to 
|: borrow. 

. Bullying racists, do-gooding 
American politicians, attention- 
‘seeking journalists—all want 
their piece of the South African 
action. South Africans are just 
like everyone else. They want a 
ob, a home, a family and to be 
eft in peace to get on with it. 





: South Africa N.T. KASSULKE 
leagan's strengths 
ix—In your leader "Big 


nough?" (September 10th), you 
are generally kind in your com- 
ts on President Reagan's 
iplishments. However, you 


aste and judgment when you de- 


aziest and most ignorant people 
o hold the top job." You have 
nsulted most Americans and | 
ave lost considerable respect 
or your fairness and judgment. 

aris —— HENRY DEKKER 


Sir—You say in relation to the 
French government’s decision to 
- trade its treasury bonds in ADR 
<form (September 24th) that 
7154 ADR issues were listed on 
_ American stock exchanges [at 
the start of this year]”’. 
5s At the end of August 1988 
140 ADR issues were listed on 
American stock exchanges—96 
- on NASDAQ, 39 on the New York 
~ Stock Exchange and five on the 
American Exchange. The re- 
maining 614 ADRs (most of 
which are unsponsored) are un- 
listed and are traded on the so- 
called pink sheets, America's 
largely unregulated | over-the- 
counter market. 
.' You also say that once ADRs 
flow back to the home 
stockmarket of the issuing com- 
pany they are- 
8 





per the economic prospects for. . 
- For instance, my city, Durban, | 
vorld after Mexico City. The | 


vorld demanded the abolition of 
acist laws and the government. 


step the bounds of good. 


cribe Mr Reagan as "one of the: 


"difficult to - 





hás len ested i it is as ‘easy Hor 


most. European stock to flow 
westwards as eastwards across 


the Atlantic. In Europe the only 


serious impediment to a west- 
ward flow is the British adminis- 


tration’s somewhat illiberal im- 


position of an additional Stamp 
Duty Reserve Tax whenever an 
ADR is created. Without such dis- 
tortions the direction of the flow 
is primarily determined by the 
difference in supply and demand 
between the home country and 





the United States. 

LYNTON JONES 
London NASDAQ 
Company size 


SIR— Your leader “Happy medi- 
ums” (September 24th) asks 
how big do you need to be to 
compete? But the answer you 
give is weak. You state that a 
middle-sized company 


on improving its 
"Companies that do these 
things...are doing everything 
that changing circumstances... 


-demand of them." 





“This view is, to use your word, 


“baloney”. Companies must be 
big. enough to fight the. battle 


they are in. You suggest that 


good operations are sufficient. 


They are not. Good strategy. is 
necessary as a complément to 


good operations. The danger for 
the good operators is the story of | 
the Titanic. lt was possibly the - 
best-operated ship. But it was- 


sailing in the wrong waters. 


Companies must tackle the . 
task of defining the nature of 


their battle. Is it national, part 
European, full European or 
global? Failure to define the 
scope correctly is the surest way 


to lose. Going for a global strat- - 


egy when the markets are still 
localised leads to excess com- 
plexity and disaster. Sticking to 
a home and export strategy 
when the economics of the busi- 
ness dictates a broader scope is 
equally foolish. To imply that 
companies need not carry out 
this analysis is irresponsible. 


ANDREW CAMPBELL 


Ashridge Strategic 
Management Centre 


London 


British tank 


Sir—The decision about which 
tank to buy to replace the British 


id E saging: Chieftains i is so. > ime m 


"should. 
forget about its size" and focus. 
business. | 


„using inaccurate information : 
support one particular propo 


(October 1st). ` 


There is no uence to sup- th 
“most: 
America’s ` 


port the statement that 
Officers prefer 
Abrams". On the contrary, the 


main comment from army ex- : 


perts is that combining the 
known armoured protection and 


automotive strengths of Chab 


lenger-1 with the most modern 
fire-control system will result in a 
tank which is unequalled any- 
where in the world. 

It is totally untrue to say that 
the fire-control system has been 
designed by RARDE. It has been 
designed by Vickers and is based 
on many years of work on ad- 
vanced battle tank turrets. 

Speculation that the introduc- 
tion of a smoothbore gun to the 
British army would simplify op- 
erations is not supported by the 
facts. There would be major op- 

. erational disruption of the Brit- 
ish army in West Germany, re- 
quiring the setting up of two 
separate supply lines back to 


Britain for ammunition and _ 


spares. The smoothbore gun 
cannot be retrofitted to Chal- 
lenger 1, which. will remain in 
service. with its existing rifled 
gun. 

You claim that the awarding 
of the contract to the Americans 
. would not put Britain out of the 

tank business. Vickers, as Brit- 
ain's only main battle-tank man- 
ufacturer, is perhaps in a better 
position to make the judgment. 
Foreign governments will not be 
keen to purchase a tank not in 
service with its country of origin 
and a substantial overseas mar- 
ket would be lost to Britain. . 

Vickers fully supports free 
and fair competition for British 
defence contracts. We believe 
Challenger-2 not only meets ev- 
ery operational requirement of 
the army but is also the lowest 
cost solution. We are confident 
that on the basis of the facts the 
government will come to the 
right conclusion. 





| TERENCE COLLINS 
London Vickers plc 
Pogrom in Romania 









ontinuing and 


is evident, as you say, that the 
Romanian plan to exterminate 


Sir i You refer | Ga pte mber rnb FE 






ibers of. the minority arestill 












prisoners e^ conscience. E 





the Magyar culture of their Hun- 
garian minority is even more 
brutal than that carried out in 
Bulgaria; but please don't let us 
forget the inhuman treatment of 


the Turkish ^ minority in 
Bulgaria. 

Sutton, 

Surrey G.]J. MEPHAM 


Apple on head 


Si&—ÍIn your article “It leaves 
the Arabs short-sighted” (Se 
tember 24th) you appear to h 
made a remarkable discovery: 
You state that the Israelis’ rocket 
had to be “unusually powerful, 
so that it could be launched 
westwards, against the earth’s | 
gravitational pull". 

Hitherto, all ihe great scien- 
tísts of the world thought that 
the extra power was needed to 
neutralise the effects of the 
earth's rotation about its axis. Is 
a Nobel prize in order? 
Oxford NIELS STCHEDROFF 


Á————m—À 


Sip The nbn assume that. 
their South African friends lent 
a hand"; you say about Israel's 
new satellite. And just how do 
the South Africans lend a hand? 
Are you suggesting that Israel 
does not have the brains or skills 
to launch oFex-1? 

Wellington, — 

New Zealand R.M. Cook 


































Special Report No. 1073 
CHILE TO 1991 
The End of an Era? 


What are the economic 
implications of the present 
political uncertainty in Chile? How 
will the outcome of the recent 
plebiscite affect investment, 
imports and growth? What 
prospect does Chile now have of 
meeting its external financing 
he irement? This report provides 
etailed analysis of Chile's 
economies outlook in the context 
of questions about the 
presidential succession. 
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"POPULATION AND FAMILY HEALTH IN BANGLADESH 


A opportunity to assist in the management of maternal and 


child health and family planning services in Bangladesh 


The Management Development Unit is an important component of a World Bank coordinated programme of assistance to the 
Government of Bangladesh funded by the Governments of Norway, the Netherlands and the United Kingdom. By focusing on the 
problems facing managers of MCH/FP services at district and sub-district level, the MDU is assisting the Ministry of Health and 
Family Planning to improve service delivery. MDU members help district-level staff identify and analyse management problems, 
devise feasible solutions and, where appropriate, MDU members present cearly formulated issues for the consideration of senior 
Ministry personnel, 


The MDU team comprises four international consultants and four national counterparts; each pair of consultants working in 
selected districts in four Divisions of Bangladesh. Although the MDU is based in Dhaka, up to 75% of consultants’ time is spent in 
the field. The work of the team is coordinated by one of the international consultants and guided by a Steering Committee, chaired 
by the Secretary for Health and Family Planning. | 


A vacancy has arisen for an international consultant to join the present MDU team. The person appointed will continue the 
collaborative process of developing and implementing strategies for strengthening MCH and FP service delivery, and will be 
responsible to the MDU Coordinator. 

-It is anticipated that the successful candidate will have a post-graduate qualification in public health, public administration, health 
service management or a related discipline. As well as considerable experience of (and sensitivity to) the problems facing those . 
responsible for planning and managing health and population programmes in developing countries, the person appointed will _ 
have demonstrated their aptitude for achieving practical results in difficult circumstances, and for carrying out applied research 
relevant to programme management. In addition to technical qualifications, the person appointed will have the personal qualities 
to enable them to work successfully as a member of an international, multi-disciplinary team; be able to communicate clearly in 
English; be prepared to learn some Bengali; and be willing to undertake the extensive field work required. | 
An attractive package of salary and benefits, commensurate with the responsibilities of this post, will be paid at UN rates. 

The Department of International Community Health at the Liverpool Schoo! of Tropical Medicine has been commissioned to ~ 
identify suitable candidates for this position. All enquiries and applications (accompanied by a full curriculum vitae and the names 
and addresses of two referees) should be addressed to Ms Sue Benson, Department of International Community Health, Liverpool 
School of Tropical Medicine, Liverpool L3 5QA, UK (Tel: 051 708 9393. Telex: 627095 UNILPL G. Fax No: 051 708 8733). 

| The closing date for applications is November 30, 1988 _ 





OPPORTUNITY FOR INVESTMENT IN NEW ZEALAND. 


LAMBTON HARBOUR/CHAFFERS BEACH RESIDENTIAL AREA 





The development potential of the Chaffers Beach offered by the Lambton Harbour Development Project. 
Residential Area provides a unique opportunity for the Lambton Harbour invites organisations who consider 
creation of an exciting inner-city residential/commercial they have the appropriate experience to plan and develop 
environment without precedent in New Zealand. the area to register their interest in the Project not later 

The total site of some 1.9 hectares is currently largely — than 1 November 1988 by writing to the address below. 
occupied by the Wellington City Council Works Depot Upon receipt of registration of interest, Lambton 
and Transport Department. It is strategically located Harbour will issue a document setting out details of infor- 
with panoramic views of the Harbour and City, as well as mation to be submitted by registrants to assist in the 
the proposed Lambton Harbour Marina and the Clyde selection of a developer. 


Quay Boat Harbour. 

The successful development of the site will — 
produce a life style environment. Residents in the 
development will not only be within walking 
distance of the many social, commercial and - 
cultural activities of the City but will have at their 


doorstep the recreational and other amenities - 


‘The General Manager, 3 
Lambton Harbour Management Limited, | 
P.O. Box 395, . x 
Wellington, NEW ZEALAND. 
Fax: (0064 4) 732-912. > 
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uniformity inthe architecture and format of communic ile some American anc ese comp 
ems. ewildering vari = r home markets and then ‘adapt’ for oversea 
To succeed in this environment, built-in flexibility | researches and develops, manufactures an 
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Swiss Bank Corporation and Portfolio Management. 





Managing your investments 
is our business. 





antranco Molinari, 
ior Vice President, Research Division. 
Rudolph Bauer and Fausto Gianini, 
nior Vice Presidents, Private Banking, 
imd Erich Scheidegger, 
>e President, Portfolio Manager 


When you tell your friends Swiss Bank 
Corporation is handling your portfolio, 
watch their reactions. 

If they look at you with a new respect, 
as if you'd done something a little 

bit daring, fine. Let them think what they 
want. 

You know there's no sounder way to go 
about managing your money than to 

go to a bank that's been handling inter- 
national investments all its life. That 
means more than a hundred years 

of experience—multiplied by the skills 
of a large team of carefully selected, 
multilingual specialists— and a pre- 
sence in all the world's major markets. 








Naturally, you'd expect a triple-A-rated 
institution to know how to pick top 
grade investments. And you like the 
idea of old-fashioned service 
combined with a sophisticated elec- 
tronic infrastructure—with a wide 

range of other products to choose from 
on top of portfolio management. 

But of course, our lips are sealed. 
You're free to tell your friends whatever 
you like about your portfolio and how 
its managed. 

If you detect a touch of envy, however, 
maybe they already know. 


Swiss Bank 
Corporation 


5chweizerischer Bankverein 
»ociété de Banque Suisse 
The key Swiss bank 


General Management in CH-4002 Basel, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Amsterdam, Dublin, Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, 
Monte Carlo, Munich, Paris. North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Miami, Montreal, New York, San Francisco, Toronto, 
Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle 
East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 


Lintas Zurich SBV 2 


Dewe Rogerson ELDO7C 





Elders IXL reports 





Iders IXL Limited continued to 

grow in the past financial year, 

increasing net operating profit 
by 72% to almost $A685 million (£315 
million). It has become one of only 
two companies in Australia to exceed 
$A1 billion in pre-tax profit. 
And its revenue of more than $A15 
billion (£7 billion) is the highest of all 
Australian-based companies. 


Other key highlights of the June 30 

year included: 

» earnings per share increased 31% to 
478 cents; 


s 1-for-5 bonus issue; 
s dividend up 46%; 


» debt levels reduced by 55%, cutting 
debt to equity ratio to 0.32:1. 


Excellent performances by the Brewing 
and Agribusiness Groups contributed 
to the profit growth, while the Finance 
Group maintained its profit level, 
despite the adverse effects of the Octo- 
ber 1987 stockmarket falls. The intro- 
duction of segmental reporting 
showed Brewing contributed 4596 of 
pre-tax profit, Agribusiness 1396, 


684.9 
448 6 
397.2 
263.4 
179.0 
111.7 i 
86 R7 8H 


85 


Net Operating Profit 
($A millions) 


:- 


B Net Operating Profit 
[1 Abnormal Items 


ELDERS IXL LIMITED RESULTS 
Net operating profit before abnormal 
items 


Minority interests and preference 
dividend 


Finance 8%, Resources 4% and invest- 
ment and other income 30%. 

The results reflect Elders’ substantial 
success in internationalising its operat- 
ing businesses. They provide a strong 
base for future growth. 


OPERATING 
HIGHLIGHTS 


Brewing Group 

All three operating businesses - 
Carlton in Australia, Courage in the 
United Kingdom and Carling O'Keefe 
in Canada i 


m - 

improved their perform- 

ances. The result of each GB 
was well above budget. 

Demand for the global 


brand, Foster's Lager, is now 
growing at an unprecedented rate with 
worldwide sales in its centenary year 
increasing by 20%. It is now the third 
most popular lager in the United King- 
dom, distributed through 20,000 out- 
lets. 


Exports to the important 
USA and Asia-Pacific 


Conway Group created the Courage 
Pub Company and released £875 mil- 
lion for investment. 





and Sons PLC. 


Group 
Through further international 
expansion and integration of its activi- 
ties, the Group capitalised on the best 
agricultural trading environment in 


30/6/88 30/6/87 n 
$A000 $A000 increase 
524,541 3487741 +50% 


(75,925) (85,326) 


Net operating profit after tax and before 
abnormal items attributable to ordinary 


shareholders 


Total net profit attributable to ordinary 
shareholders 





448,616 263415 +70% 
236,261 133,750 


684,877 


397,165 +72% 


recent years. It recorded good results 
from all core businesses, particularly 
Elders Pastoral in Australia. 

Elders Grain Division returned excel- 
lent results and completed major 
acquisitions in Canada and the USA, 
where it ranks as the tenth largest grain 


handling and storage company. 
The Wool Division 
rmed well in its 
activities of trad- 





ing and processi 
wools. Parformbace AGRIBUSINESS 
of the recently acquired specialty fibres 
business in Europe exceeded expecta- 
tions, 
The Meat Division benefited from the 
isition of a meat processor in lowa, 
USA. This effectively doubled the 
division's size, enabling it to become 
a major source of high quality beef 
for Japan, the EEC and other export 
markets. 


Finance Group 

Elders Finance Group's result was 
satisfactory, given the effects of the 
stock market crash on the world's busi- 
ness and investment community. 
The Group continued to consolidate 
overseas operations which contributed 
4096 of its profits. Indeed, the 
improved performances in Asia, North 
America, UK/Europe and New 
Zealand reflect the success of the 


regionalised devel- Dm 

opment strategy. ELDERS 

The Group made FINANCE 

several strategic GROUP 
isitions, includ- 


ing a real estate m 

investment banking firm in the USA 
and Hong Kong er, Greenwell 
Montagu (Far East), extending the 
international sharebroking network. It 
formed Elders Capital Partners Inc in 


the USA as a merchant banking and 
acquisition finance unit. 


Elders Resources NZFP Limited 

In May 1988, Elders Resources 
more than doubled its size through 
a reverse takeover by New Zealand 
Forest Products. 
The resulting Elders Resources NZFP 
Limited, 42% owned by Elders IXL, is 
a substantial, integrated resources 
company, operating internationally. 
It ranks among the top 20 listed Austra- 
lian companies and the top three in 
New Zealand. 
Elders Resources is now among the 


top ten gold producers in Australia. 


FOR A COPY OF THE ANNUAL REPORT AND ACCOUNTS PLEASE WRITE TO: 
Elders IXL Limited, Wentworth House, 5 St James Square, London, SW1Y 4ET. 
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2% profit increase 


Mr John D. Elliott, Chairman 


Strategic moves included an increased 
holding in diversihed mining house, 
North Broken Hill Holdings, and 
increased stakes in Bridge Oil Limited 
and gold miner Mawson Pacific Lim- 
ited. 

The company's North American group 
acquired controlling interests in 
twenty-six oil and gas wells. 


datis RESOURCESIÉ V 


Elders Investments Limited 
On 19 October, 1987 Elders Invest- 
ments Limited was floated on the 
Hong Kong Stock Exchange, to create 
an entrepreneurial investment com- 
pany with operations distinct from 
ders IXL5s core businesses. 
In spite of a losses due to write downs 
as a result of the stock market decline, 
the company’s balance sheet is strong 
with net assets of US$150 million 
(US$3.90 per share), including US$250 
million of liquid assets. 


OUTLOOK 


Elders IXL is committed to excelling in 
performance; to increasing profits and 
earnings per share for the benefit of all 
stockholders. 

With strong zement teams in 
each of its businesses, Elders IXL is 
firmly positioned for further growth, 
both in Australia and around the 
world. 


aoo 
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Changing colour 
REEN is the world’s new political colour. 
Pollution is an issue in America’s presi- 

dential campaign, for the first time ever. 

Some of Mikhail QGorbachev's recent 

speeches have put almost as much stress on 

ekologia as on perestroika. Deng Xiaoping, 
puffing on his 30th cigarette of the day, says 
that China’s burgeoning industry is creating 

» much smog. Margaret Thatcher has be- 

5.1 to worry about the ozone layer. For politi- 

cians, a lot has changed since the days when 

their voters agreed with Groucho Marx: 

“Why should I care about posterity? What's posterity ever 

done for me?” Now, in the rich countries, people increasingly 

tell opinion pollsters that they are unhappy about the envi- 
ronment: about noise and filth, but also about the possibility 


that they are doing lasting harm to the fabric of the world that | 


their children will inherit. | 

This is the second time in 20 years that it has been fash- 
. ionable to worry about ecology. Some of the first worries, in 
the. early 1970s, were fashionable nonsense. The Club of 
. Rome's belief that the world was “running out of finite re- 
sources" was based on bogus forecasts that allowed for almost 
every variable except the price mechanism. Hardly had its 
doomsday report hit the bookstands than the price of oil qua- 
drupled, leading (as any economist could have predicted) to 
the biggest jump in fuel conservation in peace-time. The oil 
market is now glutted, the oil price lower in real terms than it 

s when OPEC was just another four-letter word. 

lhe second round of ecological concern will be more 
fruitful than the first if governments grasp two basic points. 
‘One, that the market, properly disciplined, is the environ- 
ment's ally. The price mechanism has proved itself the best 
way of producing the goods and services that people want; if 
they want more clean air and water, it will do its stuff on that 
as well. But, two, that the discipline on the market must come 
from governments. It is for governments, on behalf of voters, 
to decide how clean they want the world to be. Markets can- 
not decide that for them. And it is for governments to co- 
operate in managing those parts of the planet that have no 
owner: the oceans, the jungles and the atmosphere. | 

The lesson from oil's ups and downs is that, where re 
sources are privately owned, governments can usually let well 
alone. The owners of an oil field or a coal mine know better 
than any bureaucrat the optimum rate of depletion, and are 
just as capable of adjusting to the prospects for alternative 
kinds of power or fuel-saving technologies. Snags arise when a 
resource is not privately owned-——like the Rhine or the North 
Sea or the elephants of Africa; or when there are reasons to 
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think an owner will get the sums wrong. 
That happens mainly in poor countries. 
The Amazon rain forest is shrinking partly 
because peasants have no other way to get 
land than to slash and burn trees (see pages _ 
25-28). The Sahel turns to desert because its 
people are too poor to afford to save today's 
food for tomorrow. Some of these changes 
might end up causing climactic shifts 
throughout the world: one reason that rict 
countries are starting to design their aid pro- 

- grammes with ecology in mind. And th 
world governments, though rightly suspicious of Club-of- 
Rome prescriptions to stop economic growth, are al 
starting to realise that pollution makes poverty worse. 


What the state has to do . 


Left alone, the market may produce sensi answers to 
questions of how fast to use resources and where the alte 
tives will come from. Without government help, though, tl 
market cannot say useful things about disposing of waste. ^ 
garage, selling you a new car, has reason to care where ye 
dump it at the end of its life. But let the government impose 
tax on new cars, refundable with interest when the car 
scrapped (as in Sweden and Norway), and the garage may 
make money by offering to recycle old chassis. What is true 
for old bangers is true for the effluent from a chemical pl 
or the fumes from a power station. Leave companies al 
and they will regard water and air as free dumping grounds. Il 
they are to take account of the smell along the river or the fog. 
over the town, governments will have to step in. Only the 
state can make the polluter pay the full cost of polluting. —.. 

Governments have three main weapons. They can impose - 
regulations—ban aerosol sprays, for instance, or insist on un- | 
leaded petrol. They can levy pollution taxes—such as the ef- 
fluent charges imposed in Holland, France and West Ger 
many on companies which discharge chemicals into rivers, or 
the 30% charge on drinks in non-returnable cans imposed in. 
Norway. Or they can sell companies tradable permits, allow- 
ing them to pollute up toa certain aggregate level, as the Envi 
ronmental Protection Agency has done in America. 

Regulations are the oldest and simplest way to contro 
environmental damage. In the 1970s America banned the use _ 
in aerosols of chlorofluorocarbons (CFCs), thought to damage - 
the ozone layer. But bans have drawbacks. They treat all p 
luters as if they were the same, even though some firms m 
find it more costly than others to obey. Charge a firm for 
polluting, and it can decide for itself whether to pay for t 
right to pollute. A charge gives a company a continuous i 





 centive to introduce non-polluting technology. But it may not | 


- be easy for a government to set a charge at just the right level 
to bring pollution down to the point it wants. Tradable per- 
. mits can do that, but only if a market in them emerges. In 
_ America the emergence has been slow. 
.. The most effective anti-pollution programme is one that 
. has both rules and charges. The cash raised by charges can be 
used to help pay for enforcing the rules. None of this need 
- brake economic growth. Even in America, where regulators 
. have tended to see companies as the enemy, studies suggest 
the effect on growth has been small. Norway's environmental 
controls, many devised in consultation with industry, have 
. actually stimulated economic growth and technological inno- 
| vation. Making and selling anti-pollution equipment is now 
— big business, with Japan and West Germany exporting 60% of 
_ what they produce. 
- In devising an anti-pollution programme, governments 
_ will find it easier to guess the costs than the benefits. Costs are 
something companies know about, and can measure. But 
. when it comes to benefits, scientists may argue over what 
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price can possibly be attached to, say, cleaner power stations 
or car exhausts when even the scientific evidence is still un- 
certain. The simplest course is to ask individuals what they 
are prepared to pay for quieter streets or cleaner air, and re- 
gard that as the best measure of benefit. As voters grow 
richer, the amount they will be prepared to pay will rise. They 
will be readier than most politicians now suppose to regard 
these benefits as a form of economic growth. 

Wise companies are therefore coming to realise that it is in 
their own interest to think through the effects they have on 
the environment. Chemical companies should now have rou- 
tine testing for their existing products as well as for new ones, 
for fear of being held legally responsible if they turn out to be 
as damaging as asbestos. Insurers should cut premiums for 
firms which do such research. 

As people get richer, the power of the check-out will be 
even stronger than the power of the court. Once a company 
gets labelled "dirty", customers will shun it. Watch the green 
lobbyists use this tactic in a few advertising campaigns—and 
watch more businesses suddenly get the green religion. 











Yugo minus Slavia 


E 
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_ Is this where post-second-world-war Europe starts to break up? 


T STARTED in Moscow in 1944, with a scribbled proposal 
from Churchill. Influence in Yugoslavia, said the scrap of 
paper he handed to Stalin, would be split 50-5096" between 
. Russia and the West; Stalin signalled his approval with a tick 
in blue pencil. That piece of paper has become a litmus of 
East-West relations. Each camp has kept a vigilant eye on Yu- 
. goslavia, nervously noting any signs that this communist but 
non-aligned country might be tilting towards the other side. 
. Western rehearsals for a war in Europe picture it starting with 
a crisis in Yugoslavia as often as with a bust-up over Berlin. 
Yugoslavia is now in crisis, though neither East nor West yet 
seems to be taking enough notice of the fact. Could it be the 
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lace where Yalta Europe begins to break up? 

It certainly looks the wobbliest part of wobbly Eastern Eu- 
rope. Mass demonstrations are held almost every day: 20,000 
people in the republic of Montenegro, up to 100,000 in the 
. province of Vojvodina. Many more thousands threaten to 
demonstrate in the federal capital, Belgrade, on or around 
October 17th, the day of an emergency meeting of the Com- 
 munist party's Central Committee. Nobody (least of all the 
. disjointed ruling party) seems to be in charge, let alone able to 
suggest a workable way of preventing a slide into chaos. 

= The Yugomess is partly economic. The country has Eu- 
. rope's highest inflation (now zooming beyond 20096), com- 
. munism's highest unemployment (15% and likely to rise), a 
. lot of angry workers (800 strikes in the first half of this year) 
. and a foreign debt of about $1,000 for every Yugoslav. 
|... The deeper part of the trouble—because it is rooted in 
. centuries of history—is rivalry between the country's differ- 
. ent nationalities. This has acquired a new intensity with the 
rise of Mr Slobodan Milosevic, the provocative party boss in 
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Serbia who has become the champion of aggrieved Serbs 
throughout Yugoslavia. Many Serbs are frustrated at being a 
third of the population and yet having only the same one- 
eighth share of power as each of Yugoslavia's other peoples; 
and they feel passionately about the alleged harassment of 
Serbs in the mainly Albanian-populated province of Kosovo. 
Most of Yugoslavia's non-Serbs feel equally passionately that 
the Serb resurgence, and Mr Milosevic, must be resisted. 

If all this threatens to bring Yugoslavia's disintegration, it 
is because the glue that held the segments together is no 
longer as strong as it was. Tito was superglue. Since his dei - 
in 1980, the country has muddled on with the disastrous cc. 
stitution Tito left behind. Designed to prevent any bit getting 
too powerful for any other bit's comfort, it has created paraly- 
sis in politics and fragmentation in the economy. The other 
main force which used to hold Yugoslavia together—fear of a 
Soviet invasion—has all but vanished since unmenacing Mr 


Gorbachev took over the Kremlin. 


Crovenia and Greater Serbia 
So Yugoslavs have started to think the unthinkable about 
their country's future, in the sound belief that more sacking 
of politicians and the planned tinkering with the constitution 
will not help. A few hardliners favour the “Polish solution"— 
a military takeover—as the only way of keeping the country in 
one piece. Liberals point out that martial law did not solve 
Poland’s problems. They think Yugoslavia will before long 
become the first communist country to abandon commu- 
nism. These people's clearest spokesman is Yugoslavia's most 
famous hardliner-turned-liberal, Mr Milovan Djilas. 

An even more radical view is that the country should sim- 
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ply split apart, after 60 years of uneasy existence. It is no 
longer hard to imagine how this could happen. The richest, 
most self-confident and western-minded bits (Croatia and 
Slovenia) would break away to form a democratic and free- 
market country with a population about the size of Switzer- 
land’s. Bosnia and Herzegovina could either join the new 
Crovenia or become part of a Greater Serbia, the culmina- 
tion of the Milosevic movement. The split would be a blow to 
some of the minorities in Greater Serbia, who would then be 
even less protected against Serb dominance: the Albanians in 
Kosovo and Macedonia, the Hungarians in Vojvodina. But 
the Serbs themselves might be more relaxed once they had 


proper power in their patch. And Mr Gorbachev would be 
content to sit back and watch it happen. 

Some people think he would not. A break-up of Yugosla- 
via, or its turn away from communism, would set a powerful 
example to the many parts of the Soviet empire that are un- 
happy with the way Europe was divided in 1945. If Yugoslavia 
can break the mould, why not Hungary, Poland, Lithua- 
nia...? Even with Mr Gorbachev in charge in Moscow, 
mould-breaking is tricky. Undoing the Europe that emerged 
from the second world war will need more than a wink be- 
tween men, a scrap of paper, a blue tick. Yet things are mov- 
ing towards change, maybe unstoppably. 





The budget, the pound and the pride 


how a chancellor has concocted some bad economics to get out of a political corner 


IGEL LAWSON will never be accused of false modesty. 

He is probably the most self-confident chancellor of the 
exchequer that Britain has ever had—with good reason, be- 
cause he is also one of the best and brightest. The trouble is 
that self-confident men look crass as well as merely wrong 
when they make mistakes. Mr Lawson made a mistake in his 
last budget. In refusing to own up to it, he is doing unnec- 
essary harm to the British economy. 

The chancellor is insisting that if he had known in March 
what he now knows about the state of demand in the spring 
and summer, his tax-cutting budget would have been exactly 
the same. To Mr Lawson's credit, that is almost certainly un- 
true. A budget that slashed tax rates while announcing offi- 
cial forecasts of an external deficit of some £15 billion in 1988 
and an inflation rate of more than 696 by the end of the year 
would have sent pin-striped mobs marching from the City to 
11 Downing Street. Indeed, unless the recent rises in interest 
rates slow demand sharply by the time of his next budget, Mr 

wson is likely to tighten fiscal policy next spring—even if 
pride compels him to half-disguise this and claim that, really, 
he has stuck to his fiscal course. 

In the meantime, the chancellor is open to several criti- 
cisms. The first is that he made the mistake to begin with. 
City critics are stressing this—as though they had predicted 
back in March that the economy would boom in 1988. Actu- 
ally, they did not. The strength of Britain’s and the world’s 
economy this year has taken everybody by surprise. Some 
commentators thought that the tax cuts were £1 billion or so 
too generous. But nobody thought then that the budget was 
an outrageous gamble, because it wasn’t. On most measures 
of the stance of fiscal policy, the budget was neutral-to-tight, 
not expansionary. With hindsight, it should have been a good 
deal tighter, but Mr Lawson was not alone in his mistake. 

Is he wrong, then, to leave fiscal policy unaltered, now he 
knows better? Some of his critics are calling for a mini-budget 
to cut public spending or raise taxes straight away. Certainly 
the government still has scope to cut spending. But Mr 
Lawson is right to say no to changes in tax rates before next 
March. Mini-budgets are a bad habit to get into, and the 


THE ECONOMIST OCTOBER 15 1988 


chancellor is correct to stress that lower tax rates will have 
little effect on incentives if they are expected to be in place for 
only a few months. There is a trade-off between the need to 
change tax rates for purposes of economic management and 
the microeconomic benefits of keeping them stable. Two bud- 
gets a year is roughly one too many. 


Saying sorry wouldn’t hurt 

Mr Lawson could therefore say: the budget turned out to be 
wrong, but fiscal policy will be put right next March, which is 
the earliest sensible opportunity. Since he flinches at this, he 
is having to pretend that fiscal policy no longer has any role in 
demand management. 

The City finds that puzzling enough. But, to make matters 
worse, the chancellor has recently restated his view that ster- 
ling should join the European Monetary System. That aim, 
desirable in itself, highlights the need for fiscal policy as a tool 
for managing demand. Within the Ems, the Treasury would 
have to devote interest rates entirely to steering the pound, 
leaving no instrument but fiscal policy to keep domestic de- 
mand in check. Mr Lawson cannot, except by luck, use mone- 
tary policy both to cool the economy and to steady the 
pound. Where, then, do his priorities lie? His keenness for the 
EMS suggests that exchange-rate stability is at the top of his 
list. His recent speech to a meeting of finance ministers sug- 
gests the opposite: he would use interest rates to bear down 
on inflation, despite the "implications" for sterling. 

A government’s most precious asset in running an econ- 
omy is its credibility. Without it, financial markets are forced 
to keep changing their minds about what government policy 
will mean for the economy. The result of such confusion is 
always the same: higher and more volatile interest rates, and 
unstable currencies. Up to now, Mrs Thatcher’s chancellors 
have set themselves apart from their predecessors by seeing 
this. They have stressed the importance of a clear economic 
framework—that is, a credible statement of goals and the 
means to achieve them. For the moment, that framework is in 
tatters because Mr Lawson cannot swallow his pride. 
ee eee 
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Putting insiders 


, 
IN 7 


- 


America is tough on nominee accounts. Britain isn't, but should be 


€ VPN AIN'S Department of Trade and Industry says it can 


do little about the faceless folk who made a probably ille- 
gal £15m by buying options in Consolidated Gold Fields be- 


= fore Minorco's £3 billion bid for that company. This is DTI 
. funk. When insider trading became a criminal offence in Brit- 


ain in 1981, it was odds-on that determined lawbreakers 


. would channel their transactions through nominee bank ac- 


counts overseas. The pri failed to do what America's Securi- 
ties and Exchange Commission has done— build up strong 
relations with tight-lipped banking supervisors in other coun- 


. tries. It failed, too, to learn from the SEC’s use of its powers to 


E 
ô 


hit insider traders where it hurts—in their wallets. 

The sec does not freeze the assets only of suspects whose 
identities it knows. In cases where nominee accounts are 
thought to be concealing insider dealers, it can petition 


American courts to block the transfer of securities or cash 


until their beneficial owner steps forward. That is how Mr 
John Shad, then head of the SEC, and his investigative col- 
league, Mr John Fedders, cracked down on insider dealing in 
Santa Fe stock and options in 1981. Given the risk of having 
their gains frozen, insider traders in America now operate ei- 
ther in their own names, brazenly and on a grand scale (as 
Ivan Boesky did), or through nominees in small amounts, 


_ hoping that their deals will not attract SEC attention. 


Insider traders in London have a comfier and richer ride, 


mainly because of the DT1’s inertia. Under section 445 of the 


. 1985 Companies Act, the department can freeze the transfer 
. of shares or the exercise of options, provided it has launched 


= act—which, heaven knows why, it has not done in the case of 


l 
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an insider-trading inquiry under sections 442 or 444 of the 


ConsGold. The legwork has been left to ConsGold, which 
has sent hopeful requests to impermeable Liechtenstein and 
Liberian banks to name the beneficial owners of options in its 
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stock. ConsGold’s only sanction is to disenfranchise shares 
once options have been exercised. But if the insider trader is 
nimble-footed, he can be out and back into the shadows with 
his cash before anyone knows. He seems to have done just 
that with some of his ConsGold options. 

The pri should freeze shares and options connected with 
suspected law-breaking, and extend its powers through the 
courts to cash held by, say, a broker for an anonymous sus- 
pect. The freeze would apply as long as a suspect's identity 
remained hidden: a Vaduz account number would not do. 


The City's Clouseau 


Is the DT1’s heart in it? In theory, the department is responsi- 
ble for the pursuit and prosecution of insider traders. In prac- 
tice, the London stock exchange does the investigating. Since 
Big Bang the exchange has passed to the DTI around 100 re- 
ports of alleged insider trading. There have been just three 
prosecutions—one unsuccessful and awaiting appeal, which 
may be holding up others. The department has never shown 
much stomach for prosecutions unless they are open-and- 
shut cases of the Geoffrey Collier kind. 

The Dpri's reluctance to crack down on insider trading fits 
its broader image as leaden-footed guardian of the City of 
London's financial probity. The department stood by while 
sharp men at Lloyd's of London walked off with millions; it 
relicensed an investment manager, Barlow Clowes, while 
looking into allegations of wrongdoing at that firm and de- 
spite warnings from City watchdogs; it has been slow off the 
mark in foreseeing the impact of European '*1992" legislation 
on City practices. All in all, its performance shows why it 
should be pulled out of investor protection, and the job put 
where it logically belongs—with a strengthened Securit 
and Investments Board. 





The Pinochet trend 


. Why life is getting tougher for dictators 


UCIUS CORNELIUS SULLA did it in 79Bc. That Roman 


= Bw dictator, having sorted out his country in a style which 


"M 


w 


. makes General Augusto Pinochet look limp-wristed, strolled 
_ off into retirement when people had had enough of him. Sulla 


apart, it is hard to think of any previous dictator who did 


what General Pinochet seems to have done this October. Do 


you want me to stop dictating, or to carry on? Stop? Very well, 
I will. Louis Napoleon put his dictatorship to a plebiscite, but 
rigged it 12-1 his way. General de Gaulle let an irrelevant ref- 
erendum knock him out of power, but he was no dictator. 
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Perhaps General Pinochet is just an uncommonly amiable 
fellow! No. Two things are happening in these democracy- 
bright 1980s which make it trickier than it used to be for 
dictators of any sort to do their usual digging in of heels and 

ning your eyes. 

The first is the steadily widening spread of the informa- 
tion revolution. In any country except the very poorest, or 
those which live under Kim Il Sung standards of repression, 
governments now cannot help knowing what their people 
think of them, and cannot stop the people knowing they 
















m October Sth tonem ating opinion which ict him, 
and other Chileans, that he was going to lose it. “Anywhere 
with privately owned newspapers and television stations, and 


private citizens with enough money to organise a polling sys- 


tem, can now collect, process and distribute the data which 
inform both rulers and ruled about such things. Even in the 
communist world, which lacks those advantages, Poland and 
Hungary have opinion polls whose bad news for the govern- 
ment speedily gets known to the governed. 

The telephone, the calculator and the personal computer 
are gradually outflanking the thought-police. Only places that 
cannot yet afford those gadgets, plus the North Koreas and 
Albanias which still manage to control every corner of life, are 
immune to the effects of this new wave of self-knowledge. 

The second development of the.1980s, which flows from 
this, is a revival even in dictatorships of the blessed desire for 
“legitimacy”: the ruler's longing to be able to believe that his 
rule is justified. Some despots have no such longing; they en- 

/ killing people, and putting their livers in the freezer. But 
most dictators are not like that. Most want to comfort them- 
selves with the thoüght that their actions will gradually win 
understanding and approval in the eyes of God and the peo- 


ple. This sentiment is particularly strong in the Spanish- 


speaking world, where the church is still influential and the 
idea of the nation still strong. It stings the Latin dictator to 
discover, from the opposition newspaper or the mimeo- 
graphed broadsheet, that most of his people (maybe including 
most of ix parish priests) d da not approve of him. 


Humans expect too uel of robots: 
«T HAVE created 2 nans the image of man that 


never tires or makes a mistake", said Rotwang, the cari- 
catured scientist in “Metropolis”. Now we have no further 
use for living workers.” That was in 1926. Was he barking 
mad or a visionary? “A little quick off the mark” would be the 
answer of many technology-minded industrialists and scien- 
tists today, most of whom will surmise that time will bring 
better robots, and that better robots will take jobs from men. 
They are right.about the jobs, but wrong in their reasoning. 
Too many designers and users of robots are still under the 
anthropomorphic spell of science fiction. 

First, the bad news for robots. The world market for them 
actually shrank by 15% between 1985 and 1987 (and by 20- 
30% in America and Western Europe). This year their sales 
have merely stabilised. Robots have disappointed their users 
as well as their makers. Companies that replaced people or 
other production machinery with advanced robots have 
found them to be more trouble than they are worth. 
Rotwang’s metal men may bring down direct labour costs. 
But often they raise maintenance and other ovérhead costs by 
far more. * 

To see e what went wrong, look at Japan. : It às had a hap- 










































om nay be starting to seep into the COI 
Communist rulers have long declared that th 
do not need to submit themselves to the irrelevance of a coi 
petitive election because they know the people like what th 
are doing, and want them to go on doing it. Whether that is 
honest belief or hypocrisy, it hurts to have the numbers and 
the facts which disprove it put on public display, as is now 
increasingly happening. i 


The two black patches 


Open opinion could shape the 1990s, because apart from 3 
few hold-outs—Stroessner in Paraguay, Ne Win in Burma, a_ 
handful of Saddam Husséins and Hafez Assads in the Arab 
world—the practice of real, serious dictatorship is now con- 
fined to two parts of the world. One is a large swathe of Af- 
rica, and there may be little to do about that just yet. The 
other is the communist world, whose form of dictatorship | 
used to seem unbreakable because its system of control | 
looked so solid. It no longer looks that way. 

Having told people what perestroika ought to be doing f 
them, Mr Mikhail Gorbachev's sort of communist is now i 
the name of glasnost slowly and unevenly permitting peop 
to find out whether perestroika i is doing the job, and compla 
if it isn't. If economic revival does not come, the Gorba 
will have to choose between cancelling the glasnost and d 
a Pinochet. If they cannot reverse the information revolu 
they will have to give the people a chance to choose someboc 
else who can run the place better. That is why a lot of the ne 
few years' headlines will Be coming Hom east of the Elbe. 
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pier time than America and Europe in putting robots - 
work. You can tell a Japanese robot by its humility. It tends to 
be a simpler, less sophisticated soul, entrusted with a nar- 
rower and less-demanding range of duties. It succeeds by ni 
trying to be human. 


Spoon-fed simpletons cae 
It is easier to make a machine think about the world than it i 
to make one function in it. Computer programs are used su. 
cessfully to marshal information for managers, mineral pros- 
pectors, accountants, doctors, engineers and others. They d 
this well because they are fed a carefully controlled diet 
information. But plonk a machine in a confusing world, teem 
ing with irrelevance, and it will be lummoxed. No robot ca 
reach into a bin and pull out the right part from among doz ^ 
ens of wrong ones. a 
Robots are more like toasters than like people. They wor 
best when presented with uniform slices. Companies have 
choice: they can either invest in the technology to make 
bots more adaptable— which is tricky—or they can invest 
ways to make the world easier for robots to cope with, w 
is much simpler. That means designing products around th 


























































; Topsy-turvy priorities? Gnda an Ameticah c company, 
aterpillar, a maker of earth-moving machinery: it saved a 
oubled business partly by following two unorthodox pieces 
of advice. It redesigned a range of engines so that they could 
be produced more easily on an existing automated produc- 
tion line. And it kept people performing one phase of the 
final assembly even though a robot could have done the job 
faster, The reason: when workers screw parts together, they 
- can feel the vibrations created by fine particles of grit and stop 
to clean the component before they proceed. Caterpillar 
found that this human sensitivity saved it money in the long 
run by making its motors more reliable and robust. 

-= Sometimes the use of robots rather than people makes 


Ungolden shares 





IHE British do not much care for orein Goi up 
their companies. They are not alone. But as the 
atisation programme rolls on, the issue will arise in new 
d agitating forms. Bad enough, the little Englanders wailed, 
see British chocolate swallowed by the Swiss. Much worse 
o see Ford get close to buying Land Rover, or the Kuwaitis 
quire a large stake in Bp. For those are companies that the 
nment has owned or held a controlling stake in. How 
n it be right that they should pass into foreign hands? 
"The government agrees. It has tried to protect newly 
vatised firms from foreign takeover by building in a 
olden share", giving it the power to limit the size of a 
areholding or to stipulate that directors must be British. A 
Iden share is the ultimate poison pill. When British Steel is 
ated, a golden share will stop any single buyer, foreign or 
lomestic, from acquiring more than 15% of the shares in the 
ompany's first five years. That gives the existing manage- 
ment five years of quiet life, free from the threat of takeovers; 
but condemns shareholders to five years in which their shares 
will be worth less than they would otherwise be. 

_. Golden shares postpone the political outcry that foreign 
bids bring; they do not always prevent them. When Jaguar's 
golden share expires in March 1990, the company may fall to 
a foreign buyer. If it does, there will be a row. Yet Jaguar is 
only one car company among many. What will happen, when 
British Steel's golden share runs out, if it attracts foreign bid- 
lers? Foreigners are, after all, being encouraged to buy the 
hares at flotation: the company is being sold simultaneously 
Europe, North America and Japan. And what about water 
electricity, the. next two industries to be sold off? Even 
hough offers for two British water companies have already 
een made by French firms, Tories of the Beaverbrook school 
rould find it hard to stomach the prospect of a large part of 
he British water supply falling into Toreignon hates. Good 
grief, man, the taps might run with Perrier. k | 








1 made by people and then trying to get 3 machine M T | 


reigners should not be buned from alias over Britain’s newly private firms 






a joint venture Facti Volkewage 4 nd! Ford:  dicided't touse 
robot welders in its.car-body assembly plant outside: Buenos 
Aires, even though they cost more per weld than local weld- 
ers. Car-body welding is an example of a vital, repetitive job . 
that robots do more consistently. and better than. humans at- 
terlunch on Friday. 

' The most advanced, man-like robots still ka gu KM 
Research into ways of making them more sophisticated (see 
pages 93-96) must continue, because some jobs—such as 
working on dangerous nuclear reactors, ot in space—are un: 
safe or unsuitable for people. Handicapped humans, too, de- 
serve the best robot-helpers that science can find them. But, 
pace Rotwang, factories will be the last place to employ robots 
that are made in the image of man. 








To lieve that a Bah cdd company vill serve ike 
public and its workers better than a foreign one is romantic 
but wrong. As 2,300 workers for Royal Ordnance found out 
last week and 3, 400 at Rover found out in July, being sacked 
by a British firmus no more fun than being sacked by a foreign 
one. Through its policy of golden shares, the government has 
put the emphasis on who owns a company. A: more mportant 
question is, how is it regulated? 

Most privatised firms are subject to a more complicated 
regulatory framework than other companies. British 
Telecom, whoever owns it, has duties to provide a telephone 
network and to keep price rises within certain limits. Such — 
rules are on top of those of the monopolies commission, 
which has just said that Kuwait should cut its stake in BP be- 
cause it is a rival in the oil industry. Although the commissic 
used the woolly argument of "public interest", it is the rignt 
forum in which to decide on foreign bids.- 


Strategic i it isn't 


One reason given for nationalising steel in 1949 was its "stra- 
tegic importance". The same argument would be trotted out 
if the government were to stop issuing golden shares. The 
phrase is a convenient catch-all. Those who use it need to say 
precisely what threat they fear, and how much they feel it is 
worth paying to prevent it. Is the wotry that the French will 
buy up Britain's electricity-generating capacity, shut it down 
and replace it with their own cheap nuclear power? Hardly 
likely, but bully for British customers if it happened. If Japa- 
nese steel is cheaper, why not buy it? Or is it that Britain 
needs a steel industry in case of war? But an industry that is 
less efficient than its counterparts in other countries is always 
a handicap; in war, it would be fatal. To make ex-state indus- 
tries efficient, let them feel the sharpest of s spurs: the pasion 









My business trips 
all for exceptional 
Ice 


"SUAE. ^ pib 


JT ADHERE 4 


VERUS 


De 


S 
eS 
NE 


PRES 


ens 


"S 


AES 


Our ground service is equally complete, with 


pues nd te iz CAS Soa 


to someone's n 
quite another to anticipate them. Since each cabin attendant offices placed throughout 91 countries worldwide, 
Test us, try us, fly us. 


takes care of specific passengers, prompt, personal service is 


provided non-stop. 
So on a long-haul flight, our attendants get to k 









Chances are we 
your b 












. z 
+ ¥ I D 
E ^ - 
- 
2. 
TÉ 


We don’t mean to boast. But of the top ten U.S. 
banks, eight are NYNEX customers. Of the top ten diversified 
financial institutions, nine are NYNEX customers. 

So are over half of all Fortune 500 companies. 

NYNEX is upholding these giants in lots of ways. 
We’ve given most of them their data-capable phone systems, 
and many of them their computers and software as well. 

Now, as you know, we’re not exactly the only people 
who offer telecommunications and information systems. So 
why are so many financial leaders choosing NYNEX? 

One clue is our hot technology. Recently, for 
example, a worldwide bank needed help tracking their 
customer liability. And NYNEX gave them a software package 
that issues worldwide reports on who’s naughty, who’ nice. 
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Ihe NYNEX family of companies would like to work 
-vith you, too. Besides the advanced network services offered 
by our telephone companies, we have ten companies in 
information and office systems, business services, software 
and publishing. To learn more about why NYNEX is the answer 
tor your business, write NYNEX, 1113-A Westchester Ave., 
White Plains, New York 10604, USA. 

We suspect you'll like our bids as much as our 
technology. At NYNEX we understand that our customers— 
even the top banks—are not made of money. 





Need to communicate? Need to compute? The answer is 
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"Assuming risks in 
elobal trading requires more 
than routine assumptions, 


As a worldwide trading power, J.P Morgan can't rely on 
routine assumptions. We must anticipate developments 
and constantly test our appraisals in the marketplace. 
Also, our leadership position requires that we manage 
more than routine risks. So we draw on the resources 
of our entire organization — our trading teams, our 
global network, our research, and our market-tested 
experience — to maintain an up-to-the-moment 
market viewpoint. In order to meet our own objectives 


and those of our clients, Morgan has : n> 
f PI AN 





made a strong commitment: being a 
leader in global finance also means $ 
being a leader in global trading. 





- ~ 
With the proper perspective, the chaos of 
small movements can be interpreted within 
the context of larger ones. Morgan's 
worldwide trading network provides an 
overview of global markets that helps clients 
move in the right direction. 


€ 1988 J.P Morgan & Co. Incorporated 
or 


J.P Morgan is the worldwide marketing name for 
LE Morgan & Co. Incorporated and for Morgan Guaranty n 
Trust Company, LP Morgan Securities Lid., and 

subsidiaries 
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Ecologists make friends 


This is the first of two articles looking at how the right sort of economic 


incentives can do more to protect the environment than any amount of 


moralising. The world’s tropical forests are valuable and can be saved 


NLESS things change, by 2000 tropical 

forests will have been largely destroyed 
or seriously degraded. Ecologists make this 
dire prediction by extrapolating the current 
rates of deforestation that are revealed by 
satellite images. The tropical forests, which 
once covered 15m square kilometres—10% 
of the earth's land surface—have already 
been reduced by about a third. By conserva- 
tive estimates, about 100,000 square 
kilometres are being destroyed each year 
while an equivalent area is seriously 
degraded—an overall net loss of forest of 
about 296 a year. 

Worse, rates of forest loss are increasing 

wroughout the tropics. A recent study 
found that in Brazil some 80,000. square 
kilometres of virgin forest were burnt last 
year, most of it for permanent clearance. By 
the turn of the century, ecologists think that 
only two big blocks of tropical forest will be 
left—in western Amazonia and central 
Zaire, These too are likely to have vanished 
by the middle of the next century. 

Tropical forests contain around half of 
all the world’s species of animals and plants. 
These are now under threat. Biologists esti- 
mate that some 10,000 species are already 
being lost every year, never to be replaced. 
The mass extinction entailed by the loss of 
the tropical forests has been compared to 
the vanishing of the dinosaurs. When the di- 
nosaurs died out 65m years ago, victims of 
some sudden catastrophe, with them went 
many of the other species then inhabiting 
the earth. Tomorrow’s geologists may con- 

clude that a crisis of similar proportions 
struck iz gone today. 


Admittedly, most of the threatened spe- 
cies are not big animals, like the mountain 
gorillas of Central Africa. They are insects, 
and most of the insects are beetles. It is hard 
even for zoologists to argue that the extinc- 
tion of the average beetle species is an eco- 
nomic tragedy. Yet, alongside the useless, 


the destruction of the jungle is destroying. 


many species that might have been ex- 
tremely useful to man, especially the plants. 
Professor Edward Wilson of Harvard 


University points out that “in previous mass 


extinctions . .. most of the plant diversity - 
survived: now, for the first time, it is being 


mostly destroyed." Mr Norman Myers, who 
has done much to alert the world to this im- 
pending "extinction spasm”, predicts that 
the loss of the tropical forests will cause "the 
greatest single setback to life's abundance 
and diversity since the first flickerings of life 
almost 4 billion years ago." 


The price 
The economic loss implied by this destruc- 
tion of resources is beyond computation. 
Few scientists doubt that the forests contain 
a vast gene bank of untapped wealth in the 
form of potential fruits, crops and medi- 
cines. Even today, one-quarter of the pre- 
scription drugs used in the United States are 
derived from tropical-forest plants. Most of 
the plants in rain. forests have never been 
tested for their medicinal qualities, except 
perhaps by the increasingly scarce. practi- 
tioners of tribal healing. 

Future dreams aside, the forests are al- 
ready central to the economies of many 


tropical countries. According to the World 


leaving the atmosphere. It traps: the 


from the atmosphere, by converting: 








Bank, some 200m people currently mak 
their livelihoods directly from tropical fo 
ests. Just over a quarter of these people 
the forests’ traditional inhabitants. T 
have moved in as a result of political 
sure, population increase and environm 
tal degradation in neighbouring areas 
many of these people, loss of the for 
means poverty and a dismal future. — . 
The forests have also become th 
stay of many national economies. The 
of hundreds of millions of non-forest px 
depend on them. The forests are an ess 
source of fuelwood in much of the. 
world; they regulate river systems. and 
climate; they generate exports of ti 
products worth $8 billion a year. : 
.. The loss of forests thus entails la 
cial and economic costs. According te 
World Resources Institute, the lives of. 
than 1 billion people—a fifth of the wc 
population—are already "periodically 
rupted by flooding, fuelwood shorta 
and water degradation, and reduced ag 
tural production caused directly or. 
rectly by the loss of tropical-forest co 
Nor do the implications of forest loss 
here, because the forests are, literally, i 
up in smoke, 
Besides the areas cleared and burn 
agriculture, unintentional fires cons 
huge swathes.of forest. In the past five yea 
Indonesia alone has lost 50,000 squar 
kilometres of tree cover to forest fires. Som 
scientists speculate that gases released b 
these seasonal burns contribute to the ar 
nual thinning of the ozone layer over th 
Antarctic. More certain is that, togethe 
with the burning of fossil fuels, burning fo 
ests add to the carbon dioxide in the a 
sphere. The result is a steady warming 
globe through the so-called greenhous 
fect. Carbon dioxide lets the sun's 
rays through, but blocks reflected rays | 

















































heat i in the atmosphere. 

- Burning down forests does doubl 
age to the world's climate, for trees « 
principal agents removing carbon dic 
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Rumble in the jungle 


oxygen and wood. Without tropical forests, 
the globe will be less good at recycling the 
carbon dioxide generated by man. 

You might think that lush tropical for- 
ests conceal fertile soils. They do not. Quite 
unlike in temperate ecosystems, where the 
soil is a main store of fertility, in tropical for- 
ests most of the chemical nutrients on which 
plant growth depends are locked up in the 
living system. A dead leaf often will not even 
reach the forest floor. It lands on a high 
branch where, in the moist conditions, its 
nutrients are soon devoured by epiphytes: 
plants whose roots do not touch the ground. 

Those nutrients that do reach the 

ound are quickly recycled by hungry trees 
ck into root, stem and leaf. Rapid decom- 


' position in the hot, wet conditions quickly 


breaks down the fallen debris and a web of 
rootlets draws the released nutrients straight 
into the shallow mat of tree roots. Remove 
the trees and the nutrient store is removed 
too, exposing a weak and vulnerable soil to 
the combined forces of torrential rain and 
tropical sun. The results are disappointing 
for the farmer and disastrous for the soils. 
Deprived of its protective cover, the area be- 
comes an ugly wasteland—huge expanses of 
coarse scrub, unusable grassland and later- 
itic hardpan. Even when semi-nomadic na- 
tive people create a small clearance in a for- 
est and then move on, it takes 25 years for a 
new canopy to establish itself—and 100 
years before the clearance is restored to its 
original state. 


Land rush 


The single greatest cause of forest loss re- 
mains the felling of trees to clear land for 
farming. Much of the resulting agriculture is 
unsustainable. Once the forest is removed, 
the thin soil quickly runs out of nutrients or 
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erodes away. In Brazil, home to nearly a 
third of the world's remaining tropical for- 
ests, the main cause of forest destruction is a 
moving frontier of shifting cultivators who 
have been attracted into the Amazon by 
colonisation schemes that are heavily 
subsidised by the government. 

Successive Brazilian governments have 
promoted this internal migration by invest- 
ing in a network of TransAmazon highways. 
Settlers, fleeing landlessness and poverty, 
have travelled up these roads in their thou- 
sands, urged on by government slogans and 
offers of free land. Amazonia, a “land with- 
out men for men without land”, has become 
a great dumping ground for “surplus peo- 
ple”. The government has hailed the re- 
settlement as land reform. 

Land reform is just what it is not. In Bra- 
zil 70% of the rural population lacks land 
title, while 0.7% of farms occupy 43% of the 
land area. It is this concentration of land in 
the hands of a few (often absentee) land- 
lords, coupled with the mechanised farming 
of non-forest lands, that has created land 
hunger. Rather than face the politically difh- 
cult task of redistributing non-forest lands, 
Brazilian governments have opted for 
colonising the rain forests. 

The results have been ecological damage 
on an enormous scale. In the state of Rondo- 
nia, where this process has been accelerated 
by loans from the World Bank, a population 
of 10,000 in 1960, most of them Indians, 
boomed to more than 1m by 1985. Forest 
loss accelerated correspondingly, from 1,200 
square kilometres in 1975 to over 16,000 by 
1985. Few of the newly established settle- 
ments have proved successful. 

The Brazilian experience is being re- 
peated, with local variations, throughout 
the forested tropics. In Indonesia the gov- 


ernment's "transmigration" programme has 
already moved millions of settlers on to the 
sparsely populated outer islands. Despite 
calls from the World Bank and other devel- 
opment institutions to reduce the scale of 
the colonisation scheme, the Indonesian 
government continues to promote this in- 
ternal migration. Its rationale for the move- 
ment is not so much economic as political: 
the aim being to promote national integra- 
tion, to "Indonesianise" the disparate cul- 
tures of the outer islands by peopling their 
lands with Javanese migrants. 


Ranching and logging 

In Central America the main cause of forest 
loss has been cattle-ranching. In the 30 years 
to 1980 pasture lands in Central America 
increased threefold. At present rates of de- 
pletion, there will be virtually no Central 
American forest left by 1995 or shortly after. 
Yet the land is not really suitable for ranch 
ing. It is degraded by this misuse to scru 
land. The number of cattle it can sustain is 
gradually but considerably reduced. 

Commercial logging, another main 
cause of the destruction of the world's tropi- 
cal forest, accounts for about a quarter of 
the annual loss, destroying or degrading at 
least 50,000 square kilometres each year. In 
West Africa and South-East Asia, the main 
suppliers of tropical timber, the logging has 
been so heavy that the trade is already draw- 
ing to an end. Ghana and the Ivory Coast, 
once big traders in tropical hardwoods, re- 
cently banned the export of 14 kinds of 
wood to try to save the fragments of forest 
that remain. 

Six years ago the Ivory Coast got 1396 of 
its export earnings from timber; that trade is 
now in jeopardy. The Ivory Coast and Nige- 
ria, with the world’s fastest rates of defor- 
estation, face total depletion; Gambia, Sene- 
gal, Togo and Benin have already been 
virtually denuded. According to the Wor ` 
Bank fewer than ten of the 33 countries th. 
are now net exporters of tropical-forest 
products will still be producing within a de- 
cade. The timber trade is shifting to the for- 
ests of central Africa and the Amazon basin, 
leaving behind a trail of devastation and im- 
poverishment. The damage done by such 
rapid timber extraction is hard to exagger- 
ate. Logging roads, pushed deep into the in- 
terior of previously isolated regions, open 
them up to landless colonists, scotching any 
chances the degraded forests had of recover- 
ing from the logging. 

Responsible logging, where timber is se- 
lectively and carefully extracted at intervals 
of 25 years or more, makes long-term eco- 
nomic as well as ecological sense. So do re- 
planting schemes where, say, new teak trees 
are planted where mature teak trees are 
felled. The snag is thattmany commercial op- 
erators find it far more profitable to engage 
in irresponsible logging, harvesting without 
sowing, and few third-world governments 


THE ECONOMIST OCTOBER 15 1988 


-Fm 


rv F TE- us v MUT 554 DW. LU 2] Ens! vA " i Li D 3 
a B 


e E ' pa^ d - a à “Vil Lan 
» M ul r " id 


Invest-Loan 


Through an Invest-Loan you can borrow from the Bank up Jyske Bank offers various types of investment through its 
to four times your own capital. By way of example, if Private Banking (International) Department, including 
you deposit a sum of USD 25,000, the Bank high-yielding accounts in all major currencies, 
will lend you a further USD 100,000 by rais- Euro-bonds, shares, and Dan-Certificates. The 
ing a loan on your behalf, in a low-interest additional benefits are: 

currency (i.e. DEM or CHF). The total e No Danish taxes 

amount of USD 125,000 would then e No charges for maintaining an account 
be invested in one or more high-yielding e A fast and efficient service 

forms of investment. Your gross profit is ITIN e A wealth of experience in 

the difference between the interest earned y (>: dealing with international customers from 
on your investments, and the interest payable T => Ky more than 150 countries throughout the 

on your loan. X es 1n RS Ey 

Your net profit might be higher or lower, depend- as = at » a | 
ing on market movements; in extreme conditions, RE T ANS T 
the yield might even be negative. With a current five- pe -— A— — — Á — c H— AM Hr — —T 71 

year term, Jyske Bank's Invest-Loan is a form of invest- 

ment which offers considerable long-term potential. 


4FAIYSKE = 











Please send further information about: 


a Invest-Loan a Private Banking 








Name * 
N London 
> BANK iz Sum | 
Bank of Jutland Gibraltar Te c —— 
Jyske Bank, Vesterbrogade 9, E } 
Private Banking DK-1501 Copenhagen V., Country b 
(International) Denmark. i Bici | 
Tel: +45 1 21 22 22 VDEOUS 205 596 
L. _— a et X EE Á Á ee e = 
e 2 ¢ 
IScover tne lax- ference. . 
e 3 






AM i M | 









——— 14 ~ 
" i ro f 
\ H 5 
$ 
If living or working abroad, buying a tax-free Volvo is the convenient, j 


trouble-free way to save money. And get one of the world’s great cars 
into the bargain. All the advantages are yours. 


— å — 0 — «ew  — O e — — ë — — — ele Ee el — — — —— —; —— rr EE EE EE SE — — — — — — 


i 
E 


. . ADVAN | J EOS dide Eee o Uus ffir ISES EE 
| Nr. 1 Customer Avenue S-405 08 Göte- e aieo — aam | 
borg. Sweden. Telephone: +46 3l OF BUYING A | CO  — — ——É————————M Country of final use — a 
| 59 1300. Fax: +46 31535535. Please Tcl Vou > | ^ 
send me the Volvo Tax-Free Guide | ip Code 0 o ji 
and more information about O The 7 : 
| — Volvo 200/700 series O The Volvo 300 Won Gig LL ————— VOLV O | 
| series C] The Volvo 480 ES and Turbo, 7 Te US P ee 0. Be ae Tourist & Diplomat Sales | 
THE ECONOMIST DCTOBER 15 1988 27 


"Tj" - : P3" —— N73 "JU E os 


THE VANISHING JUNGLE 


have either the will or the means to gainsay 
them. The rights of local people to any say in 
the use, let alone the ownership, of their tra- 
ditional land are frequently disregarded by 
politicians and the timber trade. 

Thinly dispersed in isolated communi- 
ties through the forests, forest tribes have 
been ill-prepared to defend themselves. In- 
troduced diseases have wiped whole peoples 
off the face of the planet before anybody 
from outside has even learnt to talk to them. 
In Brazil alone, one tribe has become extinct 
virtually every year since the turn of the cen- 
tury. Some of the forest peoples are now 
fighting back—in the law courts; through 
popular protest, as in Sarawak; and even, as 
in the Philippines, through an armed rising. 

Happily for these peoples, they are not 
the only ones concerned about the fate of 
the forests. Campaigning organisations like 
Survival International and Friends of the 
Earth want to arouse public opinion over- 
seas to help tribal people win control of the 
trade in tropical timber. They argue that 
such people are less likely to overharvest the 
timber since their continued prosperity de- 
pends on prudence. 


Numerate conservationists 


Until recently, campaigning on behalf of 
tropical forests always had its contradic- 
tions. Many in tropical countries resented 
the moralising tone of pleas from rich tem- 
perate nations, which—in the process of en- 
riching themselves—damaged their own 
environment or sometimes deforested their 
land. Westerners have been inclined to tell 
people in the tropics not to enrich them- 
selves in the same way, and to leave the jun- 
gles alone for the good of insects and vines. 
Besides, conservationists were often per- 
fectionists, who wanted the whole of 
Amazonia preserved in a state of mod- 
ern-man-lessness. Friends of economic 
development had little time for them. 
There is now a.new spirit of accom- 
modation. On one side, economists see 
how little is gained by swapping a pro- 
ductive forest for soon-to-be-sterile farm- 
land. On the other, conservationists 
have come to realise that an economic ar- 
gument goes down better than a moral 
one. Organisations like the World Re- 
sources [nstitute have tried to portray 
logging not as a crime but as a waste. 
Some of the biological conservationists 
now openly encourage controlled exploi- 
tation of animals and plants for profit. 
For instance, when the EEC recently set 
out to ban a trade in butterflies from 
New Guinea, it found, to its surprise, 
that many of the main conservationists 
opposed the ban. Butterfly “ranching”, 
they argued, gave local people an eco- 
nomic reason for protecting the forest. 
Conservation: groups have become 
more realistic. They talk a good deal 
about “triage”, a term used by hard- 
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pressed French doctors in the first world 
war to decide whom to treat first. They split 
the wounded into three categories; left aside 
those who would survive without help and 
those who would die anyway; and concen- 
trated their energies where it would have 
most effect. So some of the conservation 
groups want to start by locking up the areas 
of forest most rich in species and turn them 
into national parks. 


The counter attack 


Some hope to promote the process by trad- 
ing forest areas for international debt. The 
idea is that the country’s creditors sell their 
discounted debt to a conservation group, 
which retires it in exchange for the country 
setting aside and managing an area of rain 
forest. The trick has been tried first in Costa 
Rica. It is not, given the relative poverty of 
conservationists, a cure for third-world 
debt; but debt swaps of this sort deliver 
more conservation per buck than schemes 
financed in more conventional ways. Co- 
lombia and Ecuador are following Costa Ri- 
ca's lead. 

The World Wide Fund for Nature is try- 
ing to twin development and conservation. 
A case in point is a project in the Korup rain 
forest in south-west Cameroun where, with 
government backing, it is seeking to give lo- 
cal tribesmen a vested interest in halting the 
destruction of the forest. Schemes include a 
systematic search for useful plants that have 
medicinal properties, the harvesting of the 
fruit of bush mango trees and the nuts of 
poga trees, the fish farming of freshwater 
prawns and tilapia fish, the establishment of 
tree nurseries, and the development of such 
natural products as wild honey. The project 





also seeks to prevent over-grazing, discour- 
aged so far by the prevalence of tsetse flies, 
the carriers of sleeping sickness. 

Meanwhile the main development agen- 
cies have formed themselves into a “task 
force", comprising the World Bank, the 
Food and Agriculture Organisation, the 
United Nations Development Programme 
and the World Resources Institute. This 
group has launched its own Tropical Forest 
Action plan. The plan calls for an $8 billion 
programme of investment: to promote refor- 
estation; to protect water catchments and 
provide fuelwood; to develop agro-forestry 
systems; and to define and manage national 
parks. The single largest financial commit- 
ment, one-quarter of the total, would be de- 
voted to increasing the efficiency of indus- 
trial forest-use by improved management. 

When it was launched, the plan raised 
strong protests from members of the World 
Rainforest Movement, a loose coalition of 
non-government organisations. The pl: 
they claimed, would take forests out of the 
control of local people and turn them over 
to capital-intensive, externally controlled in- 
stitutions. In other words, they feared it 
would further the very process which they 
think is the cause of deforestation. The solu- 
tion they favour is to give priority to the 
rights of forest dwellers to own their lands 
and manage their own affairs. The task force 
has admitted the value of much of this criti- 
cism, and is modifying the plan. 

Despite their persisting ideological dif- 
ferences, development agencies, environ- 
mentalists and human-rights bodies are 
finding common ground in their attempts to 
slow the pace of deforestation. They all 
agree that forest areas ought to be allowed to 

develop at their own pace and according 
to their own logic. To achieve such “sus- 
tainable development” (the new buzz 
word given international acceptability by 
the Brundtland Commission on t 
environment), the World Bank favor 
raising stumpage charges, which are of- 
ten laughably low and so deprive local 
people of the large part of the “rent” 
they could realise from bringing logs to 
market. It also favours reducing tax in- 
centives offered to industry in forest ar- 
eas, and promoting real land reform. It 
hopes to sugar such politically bitter pills 
through generous "structural adjust- 
ment" lending. 

The fate of the tropical forests 
presents modern civilisation with one of 
its biggest challenges. If the destruction is 
to be halted, new models of development 
will have to be worked out and intro- 
duced now. More of the demands made 
by international debt, rising populations 
and the landless poor need to be met 
from sources outside the forests, for the 
forests can provide only at their own 
rates of regeneration. 
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Pushing Pol Pot aside 


NCE a tyrant is safely dead, and pref- 
erably long dead, the chances are that 
an apologist will turn up to put a little white- 
wash on the villain's dirty deeds. That's his- 
tory for you; and it can be fun arguing that a 
Tamerlane or a Genghis Khan or a Lucrezia 
Borgia had redeeming qualities. But what is 
the world to make of China's attempt to 
ay down the misdeeds of the Khmer 
Kouge government in the awful years when 
it ruled Kampuchea from 1975 to 1979? 
According to Chinese officials whose 
job it is to try to soften people's idea of the 
Khmers Rouges, they made "mistakes" 
while in power, but those mistakes have 
since been exaggerated. Any foreigners visit- 
ing Beijing who ask about China's attitude 
to the Khmers Rouges are offered this view. 
It happened most recently to a group from 
the European Parliament last month. The 
Europeans were upset at hearing this. They 
found it difficult to believe that anyone 
could condone the behaviour of the Khmers 
Rouges. But China is playing a rough and 
cynical game in its manoeuvrings over the 
future of Kampuchea. 
At stake is who will end up controlling 
Indochina, the region made up of Vietnam, 
Laos and Kampuchea. When the French 


pulled out in 1954, the Vietnamese commu- 
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nists saw themselves as France's natural suc- 
cessor. The French had trained loyal Viet- 
namese to act as administrators, not only in 
their own country but in Laos and Cambo- 
dia, as Kampuchea was then called. There 
followed the American attempt to keep 
South Vietnam, Laos and Cambodia out of 
the Hanoi communists’ control. Once the 
Americans had been defeated in 1975, Viet- 
nam had no difficulty in securing Laos. And 
when the Vietnamese marched into 
Kampuchea in 1979, to remove the Khmers 
Rouges who had beaten the American-sup- 
ported government there, their control of 
the region seemed complete. 

The Chinese found this unacceptable. 
Delving into their bottomless history, they 
recalled that Vietnam had started out (as re- 
cently as 208BC) as a province of China and, 
although granted independence in 980, had 
paid tribute to Chinese emperors until the 
French came along in the nineteenth cen- 
tury. More to the point today, China has 
found it intolerable that Vietnam is allied to 
Russia, China's enemy since the communist 
brotherhood came apart a generation ago. 
China's view is that Vietnam, and its satel- 
lites, must come under some degree of Chi- 
nese supervision. 

The Chinese are unperturbed that Viet- 


nam, though poor, is a country of fighters — 


which gave China's army a bloody nose in 
1979, when it tried to "teach Vietnam a les- 
son”. China is patient and takes the long 
view. It regards the Khmers Rouges as useful 
allies, anxious and able to make things diffi- 
cult for the Vietnamese (who, the Chinese 
suspect with reason, do not yearn to loosen 


their grip on Kampuchea). The way China — 


sees things, it would be mad to let go of this 
advantage. 

Does this mean that the hope of a 
Kampuchea free of Vietnamese soldiers, 


governed by a coalition headed by Prince. 
Norodom Sihanouk, is nonsense? Are the 


numerous Kampuchean factions and for- 
eign powers, as well as the Association of 


South-East Asian Nations and the United © 


Nations, wasting their carefully chosen. 
words? They may be, if China persists in 


continuing to aid and arm the Khmers - 


Rouges. 

The Khmer Rouge army has around 
35,000 men, well trained and provided by 
China with all the weapons it needs; it is 
said to have enough arms in store to keep it 


going for at least two years. Its camps in - 
Thailand are fortresses closed to visitors, — 
rather than havens for refugees. The | 


Khmers Rouges are formally part of a gov- 


ernment-in-exile recognised by the United — 
Nations (and thus tacitly supported by west- 
ern members of the UN), but there is now 


almost total hostility between its communist 
and non-communist factions. According to 


Prince Sihanouk, some of his men have - 


been murdered by the Khmers Rouges. 
They are still believed to be led by Pol Pot 


and leng Sary, who ran the government. 
when the Khmers Rouges were in power. - 


The third in command, Khieu Samphan, is 


the only one of the triumvirate to appear 
regularly in public. He is said to be less hated — 


than the other two. 

The Khmers Rouges have never ex- 
pressed regret for what they did to 
Kampuchea, the results of which have been 


described by Sir Robert Jackson, a United 


Nations official, in a book published this — 


year by Oxfam: 
| began to gain some idea of the almost unbe- 


lievable horror to which the men, women and — 


children in Kampuchea had been subjected: 
ceaseless killings (the mass graves bore testi- 


mony to that), torture, persecution, iron disci- - 


pline ruthlessly imposed, hunger and starva- - 


tion, deprivation of even the most elementary 
essentials of life. Some of the methods of tor- 
ture and execution were, if anything, more ob- 
scene than those practised by the Nazis, and de- 
graded the mind and body in ways never before 
known. And, it must be emphasised, in the lat- 
ter part of 1979 only part of this vast tragedy 


29 











































FROM OUR TOKYO CORRESPONDENT 


SIN trade, so in sport, it seems. Ja- 
Á M pans » long. baseball. season is 
nearing. its end. Instead of being domi- 
nated. by highly paid imported American 
Stars, as was expected, it has turned into 
PE sliowease for Taiwan. 

|. Japan’s 12 professional teams are al- 
~~ lowed three foreigners each. All but four 
|| -of the 36 imports are Americans, many 
i. .of them has-beens or never-weres. The 
| .most illustrious is Mr Bill Gullickson, a 
. 29-year-old exile from the New York 
Yankees who now. pitches for. Tokyo's 
Yomiuri Giants, and is one of the few 
-—prime-condition Americans to play in Ja- 
pan since the trade began in the 1950s. 

| Mr Oullickson has had an off-year: he 
has lost almost as many games as he has 
won, a dismal return for the basic $1.1m 
a:year the Giants are said to pay him. 
One of his team-mates, Mr Warren 
Cromartie, once of the Montreal Expos, 
has been striking out too. First he hit a 
batting slump; now he is spending a pro- 
eee spell on the disabled list. 


as “known: : years were to pass pee die full 
ent of it became clear, and even today new 
aspects continue to come to light. Some 2m 
Kampucheans—a quarter of the entire popula- 
tion—perished, representing genocide on a 
scale never before witnessed in terms of a single 
country. | 








Such reports do worry the Chinese. They 
may believe in Realpolitik, but they are not 
indifferent to the world's view of China. 
This at least persuades western countries to 
hope for a gradual change in China's atti- 
de. China's admission that the Khmers 
ouges made "mistakes" while in power is a 





ugh it seemed like fudging to the Europe- 
n parliamentarians. | 

- it was being said in the Gaus Nations’ 
eadquarters in New York this week that 
the Chinese may take Pol Pot and the other 
main perpetrators of the 1975-79 horrors to 
hina, and keep them there in a sort of 
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America strikes out 





f 

At least Mr Cromartie is still in d 
pan. The hernia-suffering Mr Doug De 
Cinces, hired by the Yakult Swallows to 
replace last season's home-run sensation, 
Mr Bob Horner, now of the St Louis 
Cardinals, was sent packing. Mr Richard 
Davis joined the Kintetsu Buffaloes from | 
the Philadelphia Phillies and left after a 
drugs scandal. The popular Mr Randy | 
Bass said he was paid $1.4m a year for | 
hitting home runs for the Hanshin Ti- | 
gers; he was sacked when the runs 
stopped, and is back in America. The Hi- 
roshima Carp let Mr Richard Lancellotti | 
go for the same reason. They will proba- 
bly be followed home by Mr Bill 
Madlock, once of the Detroit Tigers and | 
now of the Lotte Orions. 

The Taiwanese players deliver results, 
not grumbles. The Giants’ newcomer, | 
Mr Ro Meishi, is a rookie-of-the-year 
candidate (Mr Ro's name is really Lu 
Ming-tsu but Taiwanese players, unlike 
American ones, suffer the Nipponisation | 
of their names). Mr Kaku Genji (Kuo 
Yuan-tzu), the Chunichi Dragons" ace 
relief pitcher, is a. favourite to win. his 

| 
i 


league's . most-valuable-player award. 


Other Taiwanese are in line for prizes. 


Only one Taiwanese, the Giants’ ex- 
manager Mr Sadahatu Oh, has been 
fired—and he was reared in Japan. 

The success.of the Taiwanese has sent 
Japanese baseball. scouts looking for 
more Asian talent. The price is right. Mr 
Kuo is the highest paid Taiwanese player 
in Japan, being said to earn Y6lm 


($465,000) a season. Americans cost be- 


tween twice and four times as much. 


comfortable house arrest. Prince Sihanouk, 
who is in Washington, said this seemed a” 
good idea; but it was news to him, although ` 


he had recently been in Beijing. It may be 


misinformation, designed to give the im- © 
pression that China is turning against the. ` 
Khmers Rouges. With. luck, it mu prove ' 
something more serious. | 


China's. prime minister said not long 


ago: that his. country did not want the. 
Khmers Rouges to "monopolise" power in - 
Rempel when Sus Vietnamese. lett Al s 


ajor one in. the communist code, even . wou 












office are involved, and: may- yet prove. : 
5 have been corrupt in some cases. ^. 


~~ party alleged. 1 t 


hea, lirectly « * 
: Vietnam is an alien power “land a 





Kampucheans almost certainly O'hot want 
its version of communism either. 

The aim of the peace negotiations is to 
find a third possibility, built around Prince 
Sihanouk and the other non-communist 
Kampucheans. That will need tough sup- 
port from outsiders, and it will require Chi- 
na's co-operation in taming the Khmers 
Rouges. Taming them does not mean white- 
washing them. It means cutting down Chi- 
na’s military aid to the Khmers Rouges as 
and when Vietnam shows it really intends to 
pull its army out of Kampuchea. It also 
means hauling the worst of their leaders 
away from where they can do yet more 
harm. 


Japan 


More scandal to 
tax him with 


FROM OUR TOKYO CORRESPONDENT 


VERY time Japan’s prime minister, Mr 

Noboru Takeshita, gets his tax reform 
plan back on the track something comes 
along to derail it. The trouble this week was 
new revelations in the Recruit affair, a politi- 
cal scandal of a quality unmatched since the 
Lockheed bribes scandal of the 1970s. It 
could end up derailing the prime minister 
himself. 

At the heart of the affair is an allegation 
that politicians and senior civil servants, or 
their secretaries or relatives, were sold 
shares cheaply in a property subsidiary of 
the Recruit group, knowing that they would 
be able to resell them for a huge profit when 
the company went public soon afterwards. 
Though such dealings are not necessarily il- 
legal, they are unseemly when people in ae 







The scandal broke in July, when 76. peo- 


B ple were said to have been’ sold the shares. 
- Mr Hiromasa Ezoe resigned as chairman of 


Recruit, and the opposition parties in parlia- 


“ment refused to debate tax reform until the 


matter had. been investigated. Back-room 
negotiations, including an offer tò summon 
Mr Ezoe to parliament for questioning; got 
the opposition to end its strike. Committee 


: work on the tax reform proposals restarted 
xon October 10th. 


The. following. day, the > Communist 














ay 


ASIA 





name, he had no knowledge of any subse- 
quent dealings from which profits were 
made. 

The scandal presents Mr Takeshita with 
worries other than the possible disgrace of 
his finance minister. For the first time, civil 
servants whose work affected Recruit’s busi- 
ness have been identified as recipients of the 
cheap shares. One of those named is a bu- 
reaucrat who did much to liberalise the tem- 
porary employment market in Japan. Re- 
cruit, among other things, is Japan's biggest 
employment agency. Yet another person 
named is a director of the government- 
owned Nippon Telegraph and Telephone: 
telecommunications is one of the businesses 
into which Recruit is diversifying. 

This takes the affair beyond the mutual 
back-scratching that is an institutionalised 
part of Japanese politics. It is now being 
asked in Tokyo: If such men were picked by 
Pocruit for what amounts to bribes, were 

hers favoured for similar reasons? 

The opposition parties predictably wel- 
comed the new allegations as an excuse 
again to boycott the tax reform discussions 
in parliament. On October 12th the govern- 
ing party, in an attempt to break the dead- 
lock, led a parliamentary delegation to ques- 
tion Mr Ezoe in hospital, to which he had 
retreated, as did several of the big names 
during the Lockheed affair. Mr Ezoe may be 
less ill than he claims. He is said to be con- 
ducting Recruit's business from his hospital 
room, and slipping out to private parties in 
stylish restaurants. The Communist party 
leader who went along with the parliamen- 
tary delegation thought Mr Ezoe looked 
pretty healthy, although he said he would 
rather die than give information about 
those cheap shares. 

Mr Takeshita’s condition looks rather 
sick, He has staked his prime ministership 
on reforming the tax system. His best hope 





Miyazawa explains 
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of a tonic is that corruption in Japanese poli- 
tics is so deeply engrained that members of 
the leading opposition parties, including the 
biggest, the Socialists (who also had the new 
list, but did not make it public), have also 
been recruited by Mr Ezoe. Provided he can 
hold that over them, he will be able to strike 
a deal to get the legislation through parlia- 
ment. If he cannot, his prime ministership 
could be fatally stricken. 





Philippines 


Nobody guards 
the guards 


FROM OUR PHILIPPINES CORRESPONDENT 


HERE now seems little chance of recov- 

ering the bulk of the billions of dollars 
said to have been salted away by the former 
president of the Philippines, Mr Ferdinand 
Marcos, and his pals when they were in 
power from 1966 to 1986. Mr Marcos is said 
to have $3 billion-worth of deposits in Swiss 
banks, but not a cent of that money has 
been returned to the Philippines. Scarcely 
$10m-worth of property has been recovered 
in America, where Mr Marcos is reported to 
have $350m-worth of skyscrapers. And now 
the men who were supposed to find the 
money are themselves sitting under a cloud. 

Some of the Marcos assets the Philip- 
pine government did get its hands on have 
vanished, according to the solicitor-general, 
Mr Francisco Chavez. These include air- 
craft, ships, 7,000 head of cattle and 20 cases 
of jewels. Since Mr Chavez's disclosure, the 
five members of the Commission on Good 
Government, which has the task of locating 
the Marcos fortune, have been replaced. 

Jubilant Marcos lawyers in both the 
Philippines and the United States are now 
trying to block further sequestrations. They 
are telling the courts that nothing the Phil- 
ippine government says can be believed and 
that its agents, not Mr Marcos, are the cor- 
rupt and greedy ones. 

President Corazon Aquino had hoped 
to use the Marcos money to help pay for her 
$7 billion land reform programme, which is 
central to her plan to end the 20-year-old 
communist insurgency. Privatising govern- 
ment corporations was supposed to contrib- 
ute $1.2 billion. In two years privatisation 
has produced only $400m. Friends and rela- 
tives of Mrs Aquino who were placed in 
charge of some of these companies have 
blocked and delayed their sale so that they 
can hang on to their directors’ fees and 
other perks. 

Land reform is not the only economic 
casualty. A World Bank report says that 
poverty has grown enormously in the past 
few years, and that the country needs a spec- 
tacular growth rate to prevent it from sink- 


ing deeper into economic despair. But for- 
eign creditors and investors have become 
disillusioned with Mrs Aquino's apparent 
inability to curb the excesses of her relatives 
and friends and reluctant to sink more 
money into the country. 

The Philippine Senate has concluded 
that the country's culture is inherently cor- 
rupt and that corruption can be eradicated 
only by completely changing the ways in 
which Filipinos think and behave. That 
sounds like the hopeless counsel of 
desperation. 





Pakistan 
All those against 
Benazir... 


HE politicians are choosing their teams 

for Pakistan's election due on Novem- 
ber 16th. The betting is still on Miss Benazir 
Bhutto, but the odds are shifting. While her 
negotiations with other opposition parties 
have come to nothing, her old enemies in 
the ruling Muslim League are building an al- 
liance with the help of the country's growing 
ethnic violence and the hatred many people 
feel for her Pakistan People's party. lt 
should be a proper fight. 

In fickle Pakistan whoever looks like do- 
ing well attracts a flood of converts. The prep, 
which in its dark days under President Zia 
had difficulty in collecting money and keep- 
ing members, is now buried by both. It has 
received 18,000 applications from people 
who want to run for the 600 national and 
provincial assembly seats to be filled on No- 
vember 16th. Karachi's hotels are packed 
with people wanting to be interviewed by its 
selection committee. Money is said to be 
pouring in. 

Many of the new enthusiasts are ex-em- 
ployees of the old regime—among them, 
four ministers from the former government 
of Mr Mohammed Khan Junejo. Big land- 
lords, hereditary saints and clan chiefs, the 
sort of people who have run local politics 
since the days of the Moghul emperors and 
made up most of Zia's parliament, have also 
been signing up. In Sind, Miss Bhutto's na- 
tive province, they have swung pretty solidly 
to her, though a handful have stuck with the 
faction of the Muslim League that stands be- 
hind Mr Junejo. 

In Punjab, where 5496 of the country's 
people live, the big families are more di- 
vided. Some have gone over to Miss 
Bhutto's party, but others have stayed with 
the second branch of the Muslim League. 
This is run by the former governor of the 
Frontier province, Mr Fida Mohammed 
Khan, and is dominated by Zia loyalists such 
as the chief ministers of Punjab and the 
Frontier, Mr Nawaz Sharif and General 


31 





ties pick there is one bank 
-international trading 


depth. to all ri our. ice th ié bank's found: dae n 44 years ago. 

< dedication to peo le; e Y nployes. as cua as customers. ^& A NE to ne 
- ideas. ST A dedication - symbo sed by the bird we chose to -— À 
st aoe m | | ic branches < 


* 


a Treasury Division. We are a bank proi 
huie ea as we take our place amo 










le Haq. Some families are covering them- 























h camps, or by standing as candidates for 
e side but making a quiet double-insur- 
e deal with the other. — 

The enthusiasm of part of the old ruling 
ass for Miss Bhutto is an embarrassment 
yr her as well as a strength. Her party's ori- 
ins lie on the left, from the days when her 
ther swore to bring down the “monopo- 
sts of power and money” and hand those 





2 FROM A SPECIAL CORRESPONDENT IN VLADIVOSTOK 


AOREIGNERS, by and large, have 
been kept out of Vladivostok since 
1922. Ordinary Russians, too, unless they 
have some important business there: the 
Soviet Union's Pacific fleet, whose home 
port this is, values its privacy. But this is 
the age of openness. The Russians want to 
advertise to the world their interest in the 
Pacific, so they invited a hundred or so 
foreigners, picked for their hoped-for in- 
fluence, to this vantage spot. They didn't 
‘see much of the fleet, which had, appar- 
ently irritably, been moved out, perhaps 
‘up the coast to Sovetskaya Gavan, but 
they saw a little of the city, remarking that 
it looked quite as European as Sochi on 
the Black Sea. They also heard a lot about 
Russia's Pacific plans. 
More trade with the region's countries 
is now Russia's professed chief aim in the 
Pacific. This itself was news. Until now 
the Russians seem to have seen the Pacific 
as little more than an arena in which to 
challenge American power. 
_ The Soviet Union wants to triple its 
-Pacific trade in the next 12 years. In prin- 
ciple this should not be too difficult. Its 
‘trade with the region now amounts to 
-only 8% of its total trade, barely half the 
figure of 30 years ago. China, very much a 
Pacific country, could be a promising mar- 
sket now that some kind of Chinese-Rus- 
sian detente is in the air. North Korea and 
-Vietnam might be good customers if ever 
they started to open up their economies. 
. Russia may have in mind a Pacific barter- 
-trading system between communist coun- 
tries: barter is a grand idea when foreign 
currency is scarce. 
Still, the Russians are aware that the 
= communist economies in the region are 
far from successful. China has been trying 
to liberalise, but is starting to look tired. 
Vietnam is currently a disaster area, 
- North Korea is still a mystery. That may 
be why, to Russian eyes, the capitalist 



























































































-gapore are beckoning. In a speech in the 
Siberian town of Krasnoyarsk last month 


M Mikhail Gorbachev made a eer but 






2 Russia, very pacific about the Pacific 


ragons of South Korea, Taiwan and Sin 





res by putting brothers and cousins in — tho e wl Sh eh ing the ia^ 
years were mai dlen aas, adea, party 


workers whose politics are still coloured by 
those populist views. Many of them are not 
happy to see the party taken over by what 
they regard as privileged opportunists. 

The ppp, which is an all- Pakistan party, 


suffers when the country's politics become 


local and ethnic. In Sind that tendency was 
sharpened by the violence which killed 


tantalising reference to the prospects for 
Soviet-South Korean trade. 

Mr Vladimir Ivanov, from Moscow's 
Institute of World Economy and Interna- 
tional Relations, is said to have provided 
most of the ideas for that speech. At the 
Vladivostok conference he made the case 
for wider economic relations with Taiwan 
and Singapore too. À Taiwanese delega- 


tion is in the Soviet Union, and the South | 
Koreans have discussed with Russia ways _ 


to build on their still small and clandes- 
tine trade between the two countries, 
worth $300m in 1987. Although this fas 
cination with the capitalist Asians is not 
shared by all of Mr Gorbachev’s advisers, 
it makes sense for the resource-poor but 
technology-rich little Asians to do busi- 
ness with the resource-rich but technol- 
ogy-poor Soviet Union. 

These Asian countries are being 
wooed as the most likely investors in the 
soon-to-be-established special economic 
zones in the Soviet Far East, and likely 
partners in the planned joint ventures 
there. Some Soviet officials are worried 
that Russia will find it hard to compete 
with China’s special economic zones be- 
cause Russian labour costs are higher. But 
Russia has a better-educated workforce. 
At present eight out of ten Russians who 
emigrate to the Soviet Far East leave with- 
in three years; but the official, optimistic, 
view is that new foreign investment would 
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and one to which nearly all the other 
-. Japan and the United States seem. to be | 


| vinced that Mr Gorbachev is going to suc- 





in Sind’s towns, which are dominated by the 


 mohajirs, the people. whose families fled. 


from India in 1947. 
When Sindhis and. AE kill each 
other, as they have been doing: again this - 


| Douh, the latter tend to sign up with the |... 


Mohajir Qaumi Movement, the party that — 
has emerged over the past three years to 


| 

i 
make the region a [e more attractive | 
place to live and work in. | 
The debate now is between those who | 
want to allow the Soviet Far East freedom | 
to make its own foreign deals and those | 
who think it should await the "trickle- | 
down" benefits of growth (if and when it | 
i 


dependent strategy has to triumph if there 
is to be any real prospect of Soviet integra- 
tion into.the Pacific economy. Foreign in- 
vestors have plenty of alternatives to 


Looking even further ahead, Russia - 
wants to attract the rich and sophisticated 
Japanese. Moscow's top specialist on Ja- 
pan, Mr Konstantin Sarkisov, admits that 
this will not be possible without major 
changes in the Soviet economy and more 
investment in roads, railways and ports in 
the Far East. À plan published last year, | 
describing planned investment in the Far | 
East over the next 12 years, is said to have 
been tossed back to the bureaucrats in 
Moscow because it was "inadequate". 
The word now is that the Soviet Union 
has to stop creating its Far East as “a huge 
mine or aquarium’ ' and process more of 
its raw materials before they are exported. 

Local officials in Vladivostok speak | 
hopefully of the prospects for tourism. | 
The town has a pleasant climate in the - 
summer. Yet there is little chance of at- | 
tracting foreign tourists if the new hotels 
are going to be built by North Koreans in- 
stead of by their southern cousins. Not 
even the local geysers and volcanoes, or 
the thought of hunting Sakhalin bear, will 
draw the visitor if the standards of service 
remain as abysmal as they now are. 

The Russians have made up their mind 
to join the Pacific Economic Co-operation 
Conference,.a private group which aims 
to encourage development in the region, 


countries in the region belong. At present 
Russia attends meetings only as a guest. 


prepared to lift their objection to Soviet 
membership if and when they are con | 


ceed with his economic reforms. lt is a big 
if And Vladivostok will have to be 


opened up for more than a weekend, 
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WASHINGTON, D:C. at Park Hyatt” Washington, D.C., its reflected overnight. Executives 
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ASIA 
fight for mohajir rights. As the Mohajir 


Movement has grown, it has pushed into 
opposing ethnic parties people who might 
have voted for Benazir if politics, not race, 
were at the top of their minds. In the prov- 
ince’s smaller rowns the Sindhis are joining 
up with the collection of twopenny local 
parties called the Sind National Alliance. In 
Karachi, Sind's biggest city, the Punjabis 
and Pathans, also enemies to the mohajirs, 
have been signing up with their own outfits. 

The Mohajir Movement, a party of mid- 
dle-class people who resent inherited power, 
rather liked Zia, himself a poor boy made 
good. It mourned his death sincerely, and 
has since made friends with his followers in 


Mr Fida Mohammed Khan's section of the 
Muslim League. The Movement could end 
up with as many seats in Sind as the PPP. 
The most right-wing and best-organised 
of the religious parties, the Jamaat-i-Islami, 
which has a long history of violent argument 
with the PPP, has also signed up with that 
wing of the Muslim League. So have the 
remnants of the parliamentary opposition 
to Mr Junejo's government. Miss Bhutto's 
alliances, meanwhile, are falling to pieces. It 
seems that the parties of the Movement for 
the Restoration of Democracy, which held 
together during the Zia years, will be fight- 
ing the election separately. And an alliance 
Miss Bhutto was trying for in the Frontier 
province, with the locally influential left- 
wing Awami National party, has not worked 
out. Don't put your shirt on Benazir yet. 





India 


Not in front of the 
people 


FROM OUR INDIA CORRESPONDENT 


NLIKE India's press, which is the freest 

in the developing world, its television 
bears the depressing hallmarks of a state mo- 
nopoly. The daily news tends to begin with a 
story about the prime minister, and to ig- 
nore or delay unpleasant events, however 
important, until they have lost their sting. 
Television did not report Mrs Gandhi's de- 
feat in the 1977 general election until the 
counting was nearly over, more than a day 
after it was clear that she was going to lose. 
On October 31 1984 it took more than eight 
hours to announce her assassination. 

A year ago, however, Doordarshan 
(which means "televiewing") began to perk 
up. It started tackling once-taboo subjects 
such as terrorism in Punjab, the separatist 
campaign of the Darjeeling Gurkhas, the al- 
leged bribery of Congress politicians, and 
even suttee—widows’ suicide on their hus- 
bands' funeral pyres. Journalists known to 
be critical of the government were brought 
in to handle current affairs programmes. 
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Another lively moment on Indian television 


The Allahabad by-election in June, which 
was won by Mr Vishwanath Pratap Singh, 
the main rival of the prime minister, Mr 
Rajiv Gandhi, was covered professionally. 

It was too good to last. On October Ist 
Mr Bhastar Ghose, the director-general of 
Doordarshan, and the man responsible for 
this reform, was transferred to an insignifi- 
cant post in. the Ministry of Culture. The of- 
ficial press release announcing his departure 
showered praise on him, and implied that 
his talents were urgently needed elsewhere. 
Nobody was fooled: the government gave 
him one day's notice and did not nominate a 
successor. 

Many people assumed that some recent 
programmes had gone too far, and then 
tried to guess which. However, the real ex- 
planation is much simpler: Mr Gandhi has 
begun to feel insecure. The next general 
election is at most 14 months away. His 
Congress party, battered by corruption 
charges, is losing ground, and almost the en- 
tire non-communist opposition has united 
to challenge it. The Congress bosses have 
persuaded Mr Gandhi that he must exploit 
television, if not to boost his own party, 
then at least to tarnish the reputation of his 
opponents. 

The return of the old ways was signalled 
two months ago by the arrest of Mr Sanjay 
Singh, a former Congress minister in the im- 
portant state of Uttar Pradesh who has 
joined the opposition. He was accused of a 
murder. Yet, after two months of investiga- 
tion, the government has failed to offer 
proof of his guilt. The magistrate in whose 
court he was charged released him on bail, 
commenting that there was no reason for 
him to be held in custody. 

The government seems less interested in 
convicting than in. discrediting this Mr 


Singh. Since mid-August the Central Bu- 
reau of Investigation in Delhi has been 
claiming that Mr Singh organised the mur- 
der, and has supplied spicy details of his al- 
leged affair with the murdered man's wife. 
Television covered these allegations, but ig- 
nored a press conference at which Mr Singh 
accused Congress of trying to frame him. 

It was clear by then that the rot was set- 
ting in at Doordarshan. Television news 
overlooked a nationwide outcry in August 
and September against a proposed defama- 
tion law, including a protest march in Delhi 
attended by almost every major newspaper 
editor. Two of Mr Gandhi's speeches de- 
fending the law were covered extensively. 
Doordarshan's most striking omission in re- 
cent months is its failure to cover the 
progress of the opposition parties. Betwee 
July and October the leaders of these parties 
held at least six meetings to work out the 
terms on which they would unite to con- 
front Congress. None of them even got a 
mention on television. 

Doordarshan is told how to handle 
news by a cabinet committee charged with 
overseeing the dissemination of informa- 
tion. Its director-general, who is a civil ser- 
vant, must obey, even though he may pro- 
test, as Mr Ghose did. He had persuaded the 
committee to give him more freedom by ar- 
guing that Doordarshan could not be an ef- 
fective tool of government propaganda un- 
less it were credible. And that meant 
allowing it to air other views as well. 

When things were going well for him, 
Mr Gandhi agreed with this. Now that the 
prime minister is facing a real challenge, the 
freedom of the box has become an embar- 
rassment. What better way to make this 
clear than sacking its defender? 
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The do-something Congress 


WASHINGTON, DC 


F PARLIAMENTS reflect a general 
mood, the 100th Congress, coming to an 
agitated close this weekend, reflects an 
America that is once again beginning. to 
think that the pace P social change needs to 
be swifter. À sample look at the legislation 
that has been passed in the past two years— 
„welfare reform, housing, the homeless, 
.. -astrophicillness insurance—does not 
Suggest a people fixated on the laisser-faire, 
pocketbook-cum-patriotic themes of the 


early Reagan vears. As congressmen scurry E 


home to get themselves re-eleg 
they c can, if they wish to, feel, 


prove two or three aspects. o 
Can society that have. be 
cause for concern. | 

They can also clap themsely 
the back for their snappiness in. 
ting all 13 appropriations’ -bi 
through Congress. before the new. fi- 
nancial year began on. October. Ist. | 
The Senate made the deadline wit 
only seconds to spare, and President 
Ronald Reagan, who chad gone to 
bed, could not sign the last of the bills — 
until the following. morning. But not ^ 
since 1954. has the country been 
snared a "continuing resolution”, the 

trument for stop-gap financing. 
AN tends to end up as a huge catch- 
l bursting with every congress- 
man’ s favourite scheme (a last-minute 
“tax-correction” bill has this year 
been put to use as a small substitute). 

A stupendous Christmas-tree bill 
marked the low half-way point in the 
two-year life of the 100th Congress. 
i: his televised State of the Union address 

last January, Mr Reagan had fun (until he 
squashed his finger) with the 3,296 pages of 
spending bills and bumf, weighing 43lb and 
involving: expenditure of $603.9 billion, 
that he had to consider and sign, all in a few 
hours before his Christmas dinner. Never 
again, said he. 

Even before Mr Reagan's performance, 
congressional Democrats had woken up to 
the fact that people would write them off as 
a pretty hopeless lot unless they pulled their 
spending act together. Mr Jim Wright, the 
Tesan ood iki Over as doceri oan 

























of the 100th Congress, had. already an- 
nounced a timetable for this year's batch of 
appropriations bills. Committee chairmen, 
even such legendary characters as Mr Jamie 


Whitten, the. Democrat from Mississippi 


who heads the Appropriations Committee, 
came under steady political pressure to com- 
ply. And Congress was speeded along by the 
two-year programme that had emerged from 
the budget summit held in November 1987 


. between the White House and congressional 
.. leaders. This meant that most of the hardest 





choices on spending had already been taken 
and the guidelines laid down. Moreover 
congressmen, with November 1988 in mind, 
had given themselves fairly modest pre-elec- 
tion targets for cutting the deficit. 

Since the Democrats had regained con- 
trol of the Senate in November 1986, they 
had nobody to blame but themselves if they 
allowed another unconscionable delay. 
Democratic amour-propre was at stake. So 
the Senate, which is often more responsible 
than the House for holding things up, hus- 
tled itself along, pushing the spending bills 
through. | 

. Democratic control of the Senate is the 


awful than it had looked at earlier stag 


































































big difference between the 100th Congr 
and its predecessor. The two main bills. 
passed by the 99th Congress (after pro- 
longed labour) were tax and immigration re- 
form. These were radical measures, bur thei 
passage did not defy the Republican admin 
istration. By contrast, the 100th Congress 
with its concentration on family, environ 
mental and trade issues, has cocked a snoo 
repeatedly. Mr Wright brought the ne 
Congress in with a roar, pulling the urban 
Senate leader, Mr Robert Byrd, behind him 
Bills on clean water and road building wer 
swiftly passed, Mr Reagan's veto defian 
overriden. Congress then got down to wo 
on two big pieces of legislation: the trade b 
(which, in its final manifestation, was les 


and the welfare-reform bill, a landmark 1 
sure that is a tribute to Senator Daniel. 
rick Moynihan's persistence. Bi 
midway through that first sessio 
Congress became bogged down in t 
budget stalemate that led, eventual 
to the 43-pounder. 2 
- Towards the end of this lavest $ 
sion, Mr Wright himself got a | 
bogged down: the House ethics co: 
mittee, already investigating hi: 
nancial affairs, was asked to deci 
whether the Speaker improperly | 
vealed classified information when 
told a provocative reporter la 
month that “clear testimony fro 
CIA people" indicated that the € 
had tried to stir civil unrest in N 
gua. These shadows have not, it 
said, reduced Mr Wright's vigour. B 
they have spelt the end, at least: for 
the time being, of the only piece of 
legislation to emerge n: the iran- 
contra hearings: a bill that wou 
have required the president to notify 
Congress within 48 hours of any co- — 
vert operations, 
The number of bills assed i i 
this latest session, several whipped : 
through on fast-track procedures, is impres- 
sive. Some—on social, labour and environ: 
mental issues—have fallen by the wayside, 
casualties of the Senate’s debating rules. 
narrow Democratic majority does not neces- 
sarily add up to the 60 votes needed to limit 
debate. In the last days of the 100th Con- 
gress, time ran out for bills that would have 
helped. poor mothers with child care an 
granted the parents of a new baby a bit 
unpaid leave. Bills to overhaul the Clean A 
Act and to raise the minimum wage 
been withdrawn earlier on. Some of th 
measures may reappear in the IO1st Coi 
gress—if congressmen, on the stump : 






















| nd that the voters want them to. 
| uc to the strong feelings aroused by 
irugs, senators spent the closing hours of 
he 100th Congress trying to fashion an 
tidrug bill. The result was still unclear 
"when The Economist went to press. Mem- 
bers were at odds over the bill, they ached to 
get home, yet were embarrassed to face con- 
tituents if anti-drug legislation went down 
he drain. The House, whose members had 
allen over one another to show how tough 
. they could be, had already passed a bill splat- 
tered with flashy new mae for drug of- 
enders (including the death penalty for 
drug-related murders). The Senate, with Mr 
Moynihan again out in front, has come up 
with a cleaner version, though this too in- 
- cludes the death penalty and is vulnerable to 
amendment. Both bills call for more than $2 
billion in spending. Yet, under the deficit- 
cutting rules, only $450m is there to be 
pent. 

The virtue of the Senate bill is in the 
way it would divide its money. At present 
the emphasis is on stemming the supply of 
drugs, not on stemming demand. The Sen- 
e would reverse this by requiring that 40% 
ethe money available should go on inter- 
tion and policing, 60% on prevention 
treatment. Its target is to provide treat- 
nt for everybody who requests it: a goal 
at may make the Senate version worth 
saving—-or resurrecting. 





* 


on n and t the campaign 


nb. voter is being short-changed by 
"WB the election. And most seem to 
think that the bulk of the blame lies with 
television. Television is blamed for the nega- 
tive nature of the campaign, for an obses- 
sion with brevity that allows candidates to 
get away with slogans in place of arguments, 
for the dominance of image over issues. 
= - Television certainly does well out of the 
election. Each campaign will probably spend 
$30m of the $46m it gets from the taxpayer 
on television commercials. Following the 
lead of the Republicans in previous years, 
both parties plan to raise about $50m to 
cover all but the central expenses of the 
campaign, thus freeing as much as possible 
of the government money for television 
commercials. The rhetorical currency of 
television is the sound bite. Most commer- 
cials are about. 30 seconds long. Excerpts 
from speeches used. on television news are 
about half that length. 
Commercials evolve with the art. Time 
was when political advertisers, like their 
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humour, pound home your message by repe- 


dise everybody in America, . 
including the average voter, now. 
seems to think that the average. 











product-selling ; counterparts, 
rules pioneered by Lucky Stril 
don't mention your opponent, 


tition. But. just as aspirin-bashing is now 
popular in commercials put out by aspirin's 
rivals, so mentioning your political oppo- 
nent to bash him is in vogue. 

Both George Bush and Michael Duka- 
kis have aired commercials that simply at- 
tack each other's record. The Bush ones de- 
pict pollution in Boston harbour, people 
sweeping up the mess (for which read econ- 
omy) in Massachusetts, and convicts stream- 
ing out of jails through a revolving door 
made of bars. The Dukakis ones include sev- 
eral that depict a group of fat, cynical Bush 
"handlers" (advisers) sitting around discuss 
ing how to "package" their candidate, the 


message being that people are. e being sold a 
package not a president. (E 

Though = neither campaign. has at- 
tempted humour, the Dukakis commercials 
show that sarcasm is now allowed. They take 
a big risk, for they repeat Mr Bush's charges 
in the hope of ridiculing them. To succeed, 
they must first convince viewers that they 
have been duped by the Republicans, which 
most people are loth to admit. 

It is hard to tell whether television com- 
mercials work. The strongest testimony in 
their favour is the amount of money spent 
on them. Professor Herb Simons-of Temple 
University in Philadelphia: believes that 
commercials may work despite the fact that 
people realise they are being: manipulated. 
Many Americans are so accustomed toim- 


ages of; say, fast cars and. beautiful women 









































































je beyond cynicisn ' pit etijoyment, j 
dis students are moved by the short film 
made for President Reagan's renomination 
by the makers of Pepsi advertisements, while 
fully aware that it is sentimental and banal. 

| Moreover, on television, the image hasa 
way of overpowering the commentary. Frus- 
trated by the way candidates are controlling 
the images available to them—by setting the 
"theme of the day”, staging the appearances 
before sympathetic crowds in picturesque 
spots and keeping the candidate well away 
from inquisitive reporters-—television jour- 
nalists have taken to describing this packag- 
ing. When Mr Bush went to yet another flag 
factory to display his patriotism, Mr Brit 
Hume of ABC News mocked him by keeping 
a tally of how often he mentioned America 





in his speech (31 times, or twice a minute). 
Yet the flags dominated the image. 

The Dukakis "handlers" commercial il- 
lustrates another feature of this year's televi- 
sion campaign: the emphasis on process 
over policy. The commercials are designed - 
(by handlers) to ridicule handlers: to mock | 
the degree to which Mr Bush is a puppet 
pulled about by the strings held by his evil 
genii, and especially his media wizard, Mr 
Roger Ailes. This emphasis on what goes on 
behind the scenes, which began in earnest 
with the first of Theodore White's books on 
"The Making of the President" in 1960, has 
now infected television news: 

So instead of reporting m the candi- 
date said, television now also tries to report 
how the candidate’s handlers controlled the 
image he presented. Likewise, a new burst of 
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WASHINGTON, DC 


N foreign affairs, Mr George Bush 

promises continuity, Mr Michael Du- 
kakis modified continuity. Both, but par- 
ticularly Mr Bush, seem incurious about 
changing world patterns: their opinions 
are well trodden rather than innovative 
or exploratory. Mr Bush maintains that 
it is America’s mission to defend the 
cause of freedom around the world. Mr 
Dukakis says his primary aim would be to 
restore respect for American leadership. 


The d Union 


Both candidates strike a 
peior note in re- 
sponse to Mr Mikhail 
Gorbachev’s initiatives. 
President Bush would 
talk with the Russians, 
but calls for caution and realism. Presi- 
dent Dukakis would challenge Soviet in- 
tentions with some specific tests on 

global responsibility, terrorism, emigra- 
tion and regional conflicts, including the 
ríght of East Europeans to be free. 


The Middle East 


Both candidates would 
make Israel's friendship 
and security the linch- 
pin of their policy. Both 
call for direct negotia- 
tions between Israel and 
its Arab neighbours on the lines of 
Camp David. Neither supports any sort 
of international peace conference. 

Mr Bush would continue to work 
with moderate Arab countries. He would 
be prepared to intervene in the region, 
alone if necessary, to protect American 
interests. 
| Mr Dukakis would oppose any arms 
| sales that endangered the security of Is- 

rael; he would not sell advanced equip- 

ment to countries that refused to take 
part in the peace process. He would like 
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television advertising is the cue for a discus- 
sion on the evening news. of what these com- 
mercials are supposed to achieve—complete 
with excerpts from the commercials them- 
selves. The controversial Dukakis “han- 
dlers" commercials have probably been seen 
more often on the news than in the breaks. 
That may not be an accident. | 

As commercials become news, so news 
can be made into commercials. Mr Dukakis 
has used excerpts from his first debate wi 
Mr = has E advertisements Indeed 









| The foreign-policy p presiden S 
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South Africa 


4 President Bush would 
j| oppose further sanc- 
tions against South Af- 
‘rica in order to end 
apartheid. President 
Dukakis would: readily 


support further sanctions. 





Central America 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
Here the underlying dif- | 
ference between the two | 
becomes plain. | 
Mr Bush believes | 
that Central America's | 
problems can be traced | 
to ete Cuban missile crisis which en- | 
trenched the Russians in Cuba, a great | 
blow to the Monroe Doctrine. His policy | 
would be to resist all Sovier-Cuban ef- | 
forts to foment communism in Central 
America and the Caribbean, to give mili- | 
tary aid to the Nicaraguan contras, to iso- | 
late Cuba and to do what he could for | 
the Cuban people. | 
Mr Dukakis would end all aid to the -| 
contras. He believes that the Rio treaty | 
i 
| 
| 
| 
| 





and the charter of the Organisation of 
American States provide the foundation 
for regional security. He would use 
American aid to help civilian leaders es- 
tablish control over their soldiers: he- 
would impose human-rights conditions ` 
on military and economic help. ‘He 


would look sympathetically at Latin vi 


America's debt burden. 


Strengths and weaknesses 
Mr Bush, vice-president for eight years, 
ex-ambassador to the United Nations 
and China, ex-head of the cta, is thor- 
oughly experienced in foreign policy. But 
his judgment on issues (arms-for-hos- 
tages) and people (Manuel Noriega) is | 
open to criticism. 

Mr Dukakis is a quick learner. But he 
has no direct experience, 


| 
| 
bs 


sisted of little more than alternating short 
speeches to the camera. By agreement be- 
tween the two campaign chairmen, inter- 
ruption by the interviewers is forbidden,.as 
are shots of the audience’s reaction or any 
deviation from the confines of two-minute 


answers and one-minute rebuttals. Para- . 
graph 6(j) of this agreement reads: "There. 


will be no direct candidareto-candidate 
questioning." So much for cut and thrust. 
The League of Women: Voters, under 
whose auspices all presidential debates‘since 
1976 have been held, was disgusted by the 
way every detail had been worked out in ad- 
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aaa. its sponsorship of the second 


‘even. senator, congressman or state r 


and personal-injury lawyers. The initiati 


_ ests. Some have been drafted by consume 


_ profits. It.is estimated that $40m is b 
> spent on the campaign, much of it on tele 


dh A which a group’of voters can have an i 
-puton the ballot if they collect a certa 




















































ampaigns this yi 


bate in Los Angeles on October 13th, c 
plaining that it would not be an accessor. 
an event designed to hoodwink the peo 
This did it little good, for the sponsors 
was promptly picked up by the Comm 
on Presidential Debates, a partnershi 
tween the two parties, which is more ar 
ble to the two campaigns’ demands. Mr D; 
Rather of CBS News, in protest of the stile 
procedures, refused to be a questioner. 
Los Angeles. 

The television networks have showr 
other signs of revolting against the tyran 
of the sound bite. ABC News, for example, in 
the form of Mr Ted Koppel, recently offerec 
both candidates unlimited time to engage : 
a free debate to be broadcast live ; 
moderated only lightly by Mr Koppel: 
Koppel's trump card was to offer the wh 
time to one candidate if only one acce 
Mr Dukakis has accepted; Mr Buh i is 


making up his mind. 


California | 
oeizing the 
initiative 


“HE issue that most excites Califort 
&. this year is not the choice of preside 





sentative; it is the high cost of car insur: 
Polls show that is outrage of the st 
13m motorists rivals the fury over pro 
taxes that led to the tax revolt of 1978. 
voters will be asked on November 8th 
consider no fewer than five i initiatives d 
insurance. : 

`- The cost of car insurance has. go 
nearly 60% in the past four years, prop 
by big jury awards to people injured in 
crashes and, say many drivers, by: higl 
profits exacted by the insurance compan 


on the ballot reflect these embattled intei 


groups, others by insurance companies, oth 
ers by lawyers, some of whom make their liv 
ing out of personal-injury suits and some o 
whom consider that the present’ system 
out of control. The stakes are high. Last ye 
Californians spent $9.7 billion on car insi 
ance. The insurance cómpanies fear: 
changes in the law could gobble up t 





sion advertising and mailings. 
:^ California's use of the initiative syst 


number of signatures demanding it, go 
back to the days: of Hiram Johnsen, go 
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g 


TEE opea 


AMERICAN SURVEY 








Tarbo-premium, deflated driver 


nor from 1911 to 1917. Johnson and his fel- 
low Progressives saw it as a way of breaking 
the railway companies' hold on state govern- 
ment. Recourse to initiatives grew during 
the governorship of Mr Ronald Reagan 
(1967-75), and now California uses them 
more than any other state. So Californians 
are used to the propaganda of special inter- 
ests. Even so, such a pitched battle between 
them is unusual. The war over insurance 
rates and regulation represents an expan- 
sion in direct law-making by the voter; to 
some it seems an abuse of the system. 

The five insurance initiatives all profess 
to lower insurance costs, but are all highly 
technical, all spelled out in báffling legalese, 
and all bound to bewilder many voters. Re- 
drafting a state's insurance code, fixing con- 
trol over rates, defining benefits and curb- 
ing lawyers' fees would usually be decided by 
a legislative body after months or years of 
hearings and technical analysis. But Califor- 
nia's legislature has simply failed to do the 
job. Now the task is to fall to the ordinary 
voter, who must decide among five contra- 
dictory proposals. It is quite possible that 
more than one of the initiatives will be ap- 
proved, confronting the state's insurance 
commissioner and attorney-general with the 
task of rendering them compatible. Cun- 
ningly, some initiatives include measures 
nullifying key parts of rival proposals. 

[Insurance is not the only issue to be de- 
cided on. Indeed, the sheer size of the ballot 
has not been equalled since 1922. Apart 
from being asked to choose a president, a 
senator and members of Congress, as well as 
many local officials, Californians must give 
their verdict on 24 other issues, apart from 
the insurance proposals. Two of the 24 pro- 
pose mandatory testing for AIDS or manda- 
tory reporting of exposure to the disease. 
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One of them is put forward by Mr Paul 
Gann, one of the authors of tax-cutting 
Proposition 13. If passed, it would be the 
most restrictive legislation in the country 
and would end all confidentiality for AIDS 
victims. Mr Gann himself is one, having 
contracted the disease through a blood 
transfusion in 1982. His is the third similar 
AIDS initiative in two years. The earlier ones 
were easily defeated, but the polls suggest 
that Mr Gann's could pass. 

Other proposals on the ballot would 
countermand a budget cut made by Gover- 
nor George Deukmejian which eliminated 
the state's system for supervising occupa- 
tional safety and health. Another would 
raise California's tax on cigarettes from 10 
cents a packet to 35 cents to create a fund 
for health education. Opponents say it 
would encouraging cigarette smuggling. 

Compared with these rich choices, the 
contest for the Senate seat now held by Mr 
Pete Wilson looks unexciting. Mr Wilson, a 
first-term Republican whose talents are 
more administrative than legislative (he was 
a successful mayor of San Diego and would 
perhaps have made a good governor), has 
not built a big reputation in the Senate. Yet 
he has the advantage of incumbency and has 
been industrious in attending to state issues 
in Washington (federal spending on defence 
and space is important to California, as are 
federal farm subsidies and foreign-trade 
measures). He also has one of the largest 
Senate campaign chests in the country. 
With these advantages, he has a lead in the 
polls of 5196 to 3596 over his opponent, Mr 
Leo McCarthy, the state's lieutenant-gover- 
nor. Mr McCarthy is a quiet, gentle Demo- 
crat who was for six years an effective 
Speaker of the state Assembly but is less 
than thrilling on television. 





Wisconsin 


Two good ones 


OSHKOSH 


[n a topsy-turvy Senate race 
in Wisconsin, the Republi- 

cans have chosen a young- 
ish working mother, a po- 
litical pro who believes that 
abortion is a matter of per- 
sonal choice and favours day nurseries at 
high schools for teenage mothers. She is op- 
posed by a rich middle-aged batchelor who 
has had little political experience and whose 
main claim to fame is that he saved the local 
basketball team. from leaving Milwaukee. 
The Republican is Mrs Susan Engeleiter, the 
minority leader in the state Senate, who was 
attacked as "Sukakis" by the right-winger 
she put away in last month's primary elec- 
tion. The Democrat is Mr Herbert Kohl, a 


supermarket magnate, who came late into 


the primary race, swamped the state with 
television commercials and, to nearly every- 
body's surprise, defeated two seasoned po- 
litical opponents. Wisconsin's voters are of- 
fered a sharp contrast in personalities, a 
slightly fuzzier one on issues. 

Mrs Engeleiter is the only woman this 
vear to be nominated to the Senate by either 
party. Should she win, the number of female 
senators would leap from two to three. She 
went into state politics in 1974, when she 
was an idealistic 22, because she was 
shocked by Watergate and wanted to help 
put her party back on course. She has been 
at it ever since. She was active in redesigning 
the state's welfare system, offering ideas that 
turned out to be a model for the national 
welfare-reform bill. She worked closely with 
Governor Tommy Thompson to change 
Wisconsin from a high taxing-and-spending 
state into an average one. Her social views 
go down pretty well in a state with a stror 
progressive tradition. Believing, passio: 
ately, in moderation, she thinks of herself as 
a mainstream Republican. 

Mr Kohl, the son of a Polish immigrant 
who started the chain of grocery stores that 
dominate south-eastern Wisconsin, has 
done little political work apart from serving 
briefly as chairman of the state Democratic 
party. But he has plenty of horse-sense and, 
taking advice from a group of cunning po- 
litical professionals, he is running a lavish 
and sometimes inspired campaign. He spent 
$3.2m of his own money in the primary, and 
is expected to spend about the same in the 
general election. He makes a virtue of his 
wealth. "I'm nobody's senator but yours," 
says this neat, polite tycoon. The message is 
that Mr Kohl is so rich that he, unlike his 
opponent, can pay for his own campaign 
and need be beholden to no special-interest 
group or political action committee. 

Since Wisconsin is one of the three or 
four states in which the Republicans have 
reasonable chance of gaining a Democrat 
seat, Mrs Engeleiter is also getting a lot of 
money, though her resources do not match 





Kohl is his own man 
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And Trustee Services. 


Asset Protection and Personalized Service. 


Since 1685 when Abraham 
Crompton founded Crompton & 
Evans Union Bank, the oldest root 
of the National Westminster Bank 
Group, we have remained a leader 
in private banking and trustee 
services. 


With over 300 years of banking 
tradition and strength, we offer a 
wide range of services in totally 
secure, financial jurisdictions 
world-wide. 


We report only to our clients. And 
with unmatched personal and 
professional service. The ultimate 
in private banking capability. 


For more information, contact the 
NatWest International Trust 
Corporation office nearest you 


& NatWest International Trust Corporation 


BAHAMAS: (809) 326-0404 CAYMAN: (809) 947-4777 URUGUAY: (5982) 506197 ISLE OF MAN: (0624) 27 
26101 LAUSANNE, SWITZERLAND: (021) 272912 GIBRALTAR: (350) 7 


GUERNSEY: (0481) 


7124 JERSEY: (0534) 70041/7107 
2676 


OTHER GROUP COMPANIES: Turks & Caicos, British Virgin Islands, U.S Virgin Islands, Panama, Liechtenstein, Cyprus 


How To Employ Thirty of 
the Worlds Most Talented 


Fund Managers Without 
Having lo Pay For Them 





AS AN INVESTOR, you're looking to invest your money 


with those fund managers whose record for consistently 


selecting the best performing stocks and shares sets them 
apart from the rest in a given market sector. 

However, the constant changes in the world economic 
markets and in fund management groups often makes it 
difficult or impractical for most investors to identify and 
select, and then to manage a portfolio of investments 

The International Portfolio Fund Limited was specifically 
designed to meet this challenge. IPF enables investors to 
benefit from the expertise in asset allocation of the Fleming 
Group and from the research departments of Matheson 
Investment Management Limited in London and Matheson 
PFC Limited in Hong Kong to structure 


unique ready-made portfolios which invest in the best and 


and manage four 


most consistently performing offshore funds and unit trusts. 
During the month of October, the individual portfolios 
will be offered free of the customary initial entry charges, 

















enabling you as an investor to access thi best and mosi 


talented fund managers in an individual portfolio with a 
proven track record 

[hey offer a 
d of 


acquiring a portfolio of investments which are under expert 


[he portfolios spread risk and opportunity 


cost effective and administratively simple methi 
supervision 

To find out more about the International Portfolio Fund 
Limited and how you can employ thirty of the world's most 


talented fund managers at no cost, simply send the coupon 
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Our CADalog contains most of what you need to know 
about our 25,000 variants of bearing. On disk for instant access. 


The right bearing 
at your fingertips. 
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has a great idea, but they need to find the 



















































b At SKF, we understand this situation. We listen to _ 
|... Our customers. And we help with engineering develop- _ 
_ ment, application and installation throug 
300 dedicated e ; 
x It’s a service which i 
.  . quality of our products. And ma } : 
». — rolling bearings. mM | 
M Now we've found a new way to help your engi- - 
P.  neers. Our CADalog computerised bearing programs. — 
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! SKF employs some 45,000 people grinding machines, linear motion prod- | 
» from 130 different nations. Manufactur- ucts, textile machinery components, X 
ing takes place at 80 factories in 17 aerospace components, fasteners and 
countries. other mass-produced precision products. = 
mc Apart from rolling bearings, SKF In every one of these areas, SKF has 


a leading position. 
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When you stay at The Peninsula Group Hotels with 
the American Express Card, you find 
our commitment to service has a distinctive edge. 


A beautifully presented consommé captures the essence 
of The Peninsula Group's unique commitment to excellence. 
In Hong Kong it shines through in the splendour of The 
Peninsula and the modernity of The Kowloon Hotel. You'll 
also discover the same sense of style in the extensive business 
facilities of The Garden Hotel, Guangzhou, the warm 
hospitality of The Manila Peninsula and The 
Portman, San Francisco. 

A commitment to excellence is also the 
cornerstone of the American Express 
philosophy. This means ensuring Cardmembers 
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The Peninsula, Hong Kong « The The Manila 


Manila » The Garden Hotel, 


the privileges of unparalleled service. Take for example, 
Assured Reservations” available at any Peninsula Group 
hotel. With it, your room will be ready and waiting no matter 
what time of day or night you arrive. However, if you have 

to cancel your room, simply call the hotel before 6 p.m. 

local time and ask for a cancellation number so you won't be 
billed later. 

The Peninsula Group Hotels. 
The American Express Card. 
Together they give you a world of 
privileges. 
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Portman, Shanghai (opening late 1989) 


Kowloon Hotel, Hong Kong « The Peninsula, Guangzhou « The 
The Peninsula, London (opening late 1990) « The Peninsula, New York (late 1988) « The Belvedere, Beverly Hills (opening 1990) « The Portman, San Francisco (A Peninsula Group Hotel Affiliate) 
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Engeleiter "ant to be number three 


Mr Kohl's. The irony is that millions of dol- 

rs are being spent to win the seat of one of 
America's most frugal public servants. In 
the campaign that Senator William Prox- 
mire, the Democrat who is retiring this year, 
fought to hold his seat in 1982, for the fifth 
time, he reckoned that he spent exactly 
$145.10. 

By Mr Proxmire's pinchpenny stan- 
dards, both candidates are profligate in their 
spending. But both make the federal budget 
deficit the central thrust of their campaigns. 
Mr Kohl has a disarmingly simple plan for 
cutting the deficit. He would save $30 bil- 
lion by cutting a straight 1096 from defence 
(away with star wars, the MX missile and 
much else) and another $10 billion by im- 
posing a 3896 tax on the 196 of the popula- 
tion who "like myself" earn more than 
$200,000 a year. Mrs Engeleiter attacks this 
as simple-minded. But her own plan for 
"moderation" in spending also sounds a lit- 
tle too easy. She claims that the federal bud- 

>t could be balanced, as Wisconsin's was, if 
l spending but for two or three exceptions 
were slowed down to the level of inflation 
for five years. She would exempt social secu- 
rity (old-age pensions) and be "flexible" 
about money for child care, long-term illness 
and AIDS research. 

Mrs Engeleiter is not willing to name 
any weapons system that she would elimi- 
nate, but she is keen on getting rid of obso- 
lete military bases. Both candidates, like al- 
most everybody running for office this year, 
would require America's allies to pay more 
for their own defence. The two agree on a 
fair number of issues, though Mr Kohl 
stands a little to the left of Mrs Engeleiter; 
he is against the death penalty, for instance, 
whereas she would accept it, reluctantly, on 
rare occasions. On farming issues, both are 
fierce critics of a milk-marketing system that 
discriminates against Wisconsin's farmers. 
Mr Kohl supports supply control; Mrs 
Engeleiter looks for new outlets for farm 
products, including milk bottles made of 
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corn-starch and ink made of soyabeans. 

Wisconsinites are by tradition an inde- 
pendent lot. No wonder, therefore, that 
some Democrats, baffled by the unconven- 
tional Mr Kohl, are bending towards Mrs 
Engeleiter's greater experience. The polls 
show a close race. Whoever wins, the Senate 
will gain an unusual new member. 





Nuclear safety 


Tales of the 
undetected 


WASHINGTON, DC 


HELTERED behind a wall of secrecy, the 

nuclear plants that produce plutonium 
and tritium for America's nuclear weapons 
have been badly and dangerously managed 
for years. A sudden burst of revelations this 
month followed an investigation by a con- 
gressional committee. The Department of 
Energy, which runs the plants, at first tried 
to deny that anything was wrong. lt then 
made public its own alarming report on the 
chaos, past and present. 

Several of the plants making weapons 
are affected. At Hanford, in Washington 
state, crane operators were allowed to go 
home with radiation-contaminated cloth- 
ing. At Rocky Flats in Colorado, an acci- 
dent contaminated workers, leading the En- 
ergy Department on October 8th to order a 
halt to the processing of plutonium for nu- 
clear warheads. 

The worst problems, however, have oc- 
curred at the huge group of five reactors on 
the Savannah River in South Carolina. A 
memo from a Du Pont employee (Du Pont 
operates the plant) in 1985 listed 30 serious 
reactor incidents between 1957 and 1985. In 
one, in 1970, a fuel assembly in one reactor 
melted, the first step on the road to a 
meltdown of the reactor core. In another, in 
1965, a worker tried to cut off the supply of 
cooling water to an active reactor—which 
could have led to a steam explosion—and 
was stopped just in time. 

What makes the history of the Savan- 
nah River plant so shocking is that many of 
the incidents seem to have been the result of 
poor training and management. A company 
operating a nuclear plant for the weapons 
programme is not supervised by the Nuclear 
Regulatory Commission (NRC), as civilian 
plants are. After Chernobyl in 1986, the De- 
partment of Energy commissioned a report 
on safety at its plants from the National 
Academy of Sciences. Alarmed by the re- 
sult, last year it hired a safety officer from 
the NRC, Mr Richard Starostecki. He or- 
dered a report on the Savannah River plant 
this year that found it to be inexpertly oper- 
ated, with frequent forced shut-downs that 
put a severe strain on the reactors. 


Rar SE? aA 


In August the operators had trouble re- 
starting one of the reactors at Savannah 


River after such a shut-down. When they — 
persisted, the reactor experienced a sudden __ 


surge in neutron production. The Energy 
Department ordered the reactor shut down. 
Since then, all three of the operative reac- 
tors at Savannah River have been quiet, 
while Mr Starostecki draws up new rules for 
them, including retraining all employees. He 
hopes to restart the plants in January. 

The human problems are exacerbated 
by the age of the plants. Savannah River's 
reactors date from the 1950s. It will be at 
least ten years before they can be replaced. 
Meanwhile the United States must keep 
them going or see its whole nuclear deter- 
rent literally decay away. 

The haste is explained by the properties 
of tritium, a kind of heavy hydrogen. Mod- 
ern hydrogen bombs produce most of their 
energy by fusing atoms of tritium. Savannah 
River makes all the tritium that fuels Ameri- 
ca's bombs. Unlike plutonium, which fuels 
the fission bombs that are the triggers in nu- 
clear weapons, tritium has a short half life. 
After 12 vears, half of it has turned into 
something else. So the tritium in weapons 
must be replenished. If Savannah River is 
still producing no tritium, America will have 
to start sharing its dwindling supplies of 
fresh tritium among its most valued weap- 
ons sometime next year. 





Tawana Brawley 


Symbol v system 


NEW YORK 


HE tale of Tawana Brawley, which 

mesmerised New York and much of the 
country for nine wrenching months, came 
to an ignominious end when state investiga- 
tors concluded that the black 16-year-old 
had fabricated her tale of abduction and sex- 
ual abuse at the hands of a group of white 
men. Astonishing as it sounds, a grand jury 
has now found physical evidence that Miss 
Brawley had smeared faeces on herself, had 


written racial slurs on her body and pre- — 


tended to be in a traumatised daze when she 
was discovered in a plastic bag in upstate 
New York last November. 

Even more amazing, in retrospect, is 
that Miss Brawley's flamboyant advisers 
managed to keep this story in the public eye 
for nine months without ever producing a 
single verifiable fact about the alleged as- 
sault. The Rev Al Sharpton, a rotund 
preacher. with a preference for colourful 
jump suits, and his well dressed lawyers, Mr 
Alton Maddox and Mr Vernon Mason, 
showed an uncanny ability to command the 
attention of press and television, even trot- 
ting out the teenager at rowdy news confer- 
ences for her to make brief statements be- 
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The politics of rage, not truth 


fore being hustled off. Until recently most of 
New York's editors and reporters have been 
all too eager to accommodate this travelling 
circus. So it is fitting that the Tawana trio 
have now turned on the press, the very insti- 
tution that made them (to use a phrase at- 
tributed to Mr Sharpton by a former aide) 
"the biggest niggers in New York”. 

When wess television aired sceptical ac- 
counts of the Brawley saga, Mr Sharpton 
called the station a "whore" that had “pros- 
tituted itself". Mr Mason recently declared 
that the New York Times, which had pub- 
lished a leaked version of the grand jury's 
findings, is "committed to white suprem- 
acy”. In short, the press is now included in 
the group's ever-widening indictment of a 
racist America. 

This kind of incendiary accusation is 
the trio's trademark. They particularly like 
to say that top white officials are obsessed 
with naked black women. Mr Maddox has 
accused New York's governor, Mr Mario 
Cuomo, and the state attorney-general, Mr 
Robert Abrams, of trying to "advertise to all 
women of African descent that vou're free 
meat and that white men can do as they 
please." The three have also accused Mr 
Abrams of masturbating to photographs of 
Miss Brawley semi-naked in hospital. 

After her four-day disappearance last 
November, Miss Brawley claimed that she 
had been repeatedly raped by a gang of 
white men. But she refused to co-operate 
with the authorities on the advice of Mr 
Sharpton, Mr Maddox and Mr Mason, who 
said that a black girl could not get justice 
from a racist criminal-justice system. 

At first they urged Mr Abrams, for 
many years a civil-rights activist, to prose- 
cute the case himself. When Mr Abrams de- 
clined, Mr Sharpton likened him to Hitler 
and called him a “moral beast". Next they 
tried to persuade Mr Rudolph Giuliani, the 
chief federal prosecutor in New York, to 
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take over the case. Now they say he has ties 
to Mafia figures. Black critics have also come 
in for attack. Mr Sharpton called one of 
them, Assemblyman Roger Green, a "state- 
sponsored Uncle Tom”. Other black leaders 
have been dismissed as "rent-a-Toms." 

The grand jury's 170-page report, while 
not resolving the entire mystery, describes 
evidence that Miss Brawley had hidden in 
her family's recently vacated flat during her 
disappearance. Investigators believe that she 
was afraid to return home after staying out 
all night because she feared punishment 
from her stepfather, who had murdered his 
first wife, and from her mother, who had 
beaten her after previous runaway episodes. 

The grand jury, citing hospital records, 
said there was no evidence that Miss 
Brawley had been sexually abused or in- 
jured. No semen was found on her body. 
Moreover, the slurs written on her body, 
such as “nigger” and “KKK”, were produced 
by charred cotton fibres that were found un- 
der her fingernails, as well as in the carpet of 
her family's former flat. 

Mr Abrams has now filed judicial com- 
plaints against Mr Maddox and Mr Mason, 
saying they should be disciplined for ob- 
structing the investigation and making false 
statements about the case. He said these in- 
clude assertions that “five different types of 


Rock on trial 





sperm" had been found on Miss Brawley's 
body, that a local policeman who committed 
suicide had been murdered to conceal his 
role in attacking Miss Brawley, and that Mr 
Abrams and other officials had covered up 
evidence in the case. 

It is easy to overstate the impact that the 
Brawley case has had on race relations in 
New York. Although the politics of rage 
strikes a resonant note among disaffected 
young blacks, many black leaders have dis- 
tanced themselves from the group's tactics. 
Many people, both black and white, long 
ago concluded that there was something 
about the teenager's story that did not ring 
true. If anything, the legacy of the Brawley 
case may be greater public scepticism to- 
wards future victims of racial violence. 

Yet there is a reason why so many peo- 
ple, with so little evidence, were at first will- 
ing to believe that the criminal-justice sys- 
tem was capable of deliberately covering v^ 
the rape and degradation of a black gi 
New York has had too many cases in which 
black victims have died in questionable cir- 
cumstances with no subsequent prosecu- 
tions. Against this background, Miss 
Brawley became little more than a conve- 
nient symbol for those who would shake the 
system. 








AN music kill? Mr James Vance and 

the family of Raymond Belknap be- 

lieve so and have gone to court in Ne- 

vada to prove it. The music in question is 

heavy metal, a raucous, aggressive form 

of rock that is performed by groups with 

names like Anthrax, Megadeth and 
Slayer. The type of killing is suicide. 

In December 1985, 19-year-old Mr 
Vance and 18-year-old Mr Belknap spent 
six hours listening to "Stained Class", an 
album by a British heavy-metal group, Ju- 
das Priest. By some accounts the young 
men drank a lot while they listened. Af- 
terwards they went into a churchyard in 
Reno and turned a shotgun on them- 
selves. Mr Belknap died; Mr Vance was 
badly hurt. 

Mr Vance and Mr Belknap's family 
are suing Judas Priest and cas Records 
(which produced the album) for dam- 
ages. They say that the music in effect 
hypnotised the youths, through a sub- 
liminal message that caused them to 
form a suicide pact. Judas Priest says it 
has a constitutional right to free speech. 

This is not the first time that heavy- 
metal music has.come under attack for its 
effect on its listeners; Mr Ozzy 
Osbourne, a British heavy-metal singer 
whose activities on stage have included 


biting the head off a bat, was sued in 
1986. He too was accused of encouraging 
suicide, with a song entitled “Suicide So- 
lution”. But the case was dismissed by 
the Los Angeles Superior Court, which 
upheld Mr Osbourne's right to free 
speech. Heavy metal has also been in- 
cluded in the general condemnation of 
sex and violence in music levelled by Mrs 
Tipper Gore's Parent's Music Resource 
Centre, which would like to see ratings 
for records as there are for films. 

What makes the suit against Judas 
Priest different is how far it has pro- 
gressed and the role of allegedly sublimi- 
nal messages. In August Nevada's Su- 
preme Court turned down a request by 
the group and css Records to have the 
case against them dismissed. This al- 
lowed the case to go ahead in a lower 
court, where, on October 10th, Judge 
Jerry Whitehead orded ces to hand over 
within 30 days the master tape from 
which "Stained Class" was produced. 
The plaintiffs want the tape to listen for a 
subliminal message. Judge Whitehead's 
views so far: the constitution protects Ju- 
das Priest's right to speak, but not neces- 
sarily to do so subliminally. Not some- 
thing perhaps to which the framers of 
the constitution gave much thought. 
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INTERNATIONAL 


Algeria rehearses a revolution 


35 the economic stagnation of an 
East European country, mix it with an 
oil-producer's shrunken earnings and an Af- 
rican rate of population growth, stir in hun- 
ger: you have Algeria. The only encourage- 
ment that country's government can glean 
from the debris on the streets after a week of 
civil disorder is that some frightening things 
id not happen. The riots did not seem to be 
organised, Islamic fundamentalists did not 
take them over, and the ruling party's au- 
thority did not quite crumble. But all those 
things could happen next time, unless the 
government gets a lot of things right fast. 

The rioting started in Algiers on Octo- 
ber 5th, then spread along the Mediterra- 
nean coast where most of the country's peo- 
ple live—west to Oran, and east as far as 
Annaba. Probably between 300 and 500 
people were killed (the government admits 
to about 200). The mayhem was halted on 
October 10th, after President Chadli 
Benjedid had gone on television to offer un- 
specified reforms. The president waited 24 
hours and lifted the state of emergency, and 
another day before promising quick referen- 
dums on whatever his reforms may be. 

The city of Algiers then went back to its 
usual gloomy, suspicious self. The reticence 
that reasserted itself in bits of the city where 

he rioters had been most vocal suggested 
hat the government’s network of spies, mo- 
mentarily caught off-balance, was back in 
business. The main evidence of unusual do- 
ings was well-stocked shops and short 
queues: the frightened government had re- 
leased stocks of food in the hope that full 
bellies would keep people at home. 

Scattered protests by students, by Mus- 
lim fundamentalists and by angry shoppers 
have rumbled on in Algeria for years with- 
out seriously shaking the government. This 
week's bloody upheaval is different both in 
the scale of the riots and in the severity of 
the government's response. Most of the 
dead were machinegunned by soldiers and 
policemen in the capital's boulevards and al- 
leys. According to French television, teen- 
agers were tortured at a police school in Al- 
giers. Economic failure has driven both 
government and people to extremes. 

The population, now growing at 3.396 a 
year, has doubled to around 24m in less 
than 25 years. Half of the Algerians aged be- 
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tween 20 and 24 have no job; each year an- 
other 170,000 young men come on to the 
job marker. In Algiers, where 2m young peo- 
ple live, there are two swimming pools and 
seven cinemas. 

During the 1970s the oil boom masked 
(and increased) the problem. The govern- 
ment bought employment by building up 
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ood keeps them calm for now 
the civil service and state industries. A 
rigged currency, whose official value has var- 
ied between three and five times its price on 
the black market, kept imports cheap and 
farming ill-rewarded, so Algeria buys 
around 60% of its food from abroad. The 
strong dinar also stifled the growth of non- 
oil exports and tourism, in which next-door 
Morocco is doing nicely. 

This policy ensured that oil and gas still 
form 98% of Algeria's exports. When en- 
ergy prices plunged, so did Algeria's foreign 
earnings, from $13 billion in 1985 to an ex- 
pected $8 billion this.year. From that, Alge- 





ria pays $5 billion a year to service the $22 
billion it owes foreigners. Out of national 
pride the government has so far refused to 
lighten this burden by rescheduling its debt, 
and has instead cut imports. Industry is wilt- 
ing and the shops are bare. 

An attempt has been made to put things 
right. Four years ago the government began 
to slash spending on public housing and in- 
dustrial investment. It has started to shake 
up Algeria's huge state-run firms, freeing 
prices and making firing easier. The state 
railways have announced once-unthinkable 
lay-offs of 6,000 out of 21,000 workers. Pri- 
vate investment is being encouraged. For- 
eign trade has been made a bit easier. This 
year the dinar was devalued by 22% against 
the dollar. But such policies hurt before they 
start to heal. There has been a wave of 
strikes in the post office, at Air Algérie, by 
car workers and makers of consumer elec- 
tronics. Flour, bread, meat and everything 
imported have got much dearer. 

The economy is stuck with enough regu- 
lation to stop the private sector working, 
When the frontier was opened last summer 
Moroccan entrepreneurs arrived to check 
out business openings. They were thrilled by 
the potential and horrified by the restric- 
tions. Coarse wheatmeal for couscous, the 
national dish, offered a small parable: a busi- 
nessman examined the novel idea of selling 
it not in 50-kilo but in one- or five-kilo bags. 
This was an excellent idea for city shoppers, 
except that Algeria’s bag industry cannot 
provide such simple containers. 

The limited reforms Mr Chadli has al- 
ready made have met opposition inside the 
ruling party, the Front de Libération 
Nationale (FLN). With the president are 
ranged his close military adviser, Colonel 
Larbi Belkheir, and the minister of the inte- 
rior, Mr El Hadi Khediri, a tough ex-security 
boss turned moderniser. Their conservative 
opponents, led by Mr Mohamed Cherif 
Messadia, the FLN's second-in-command, 
are dubious both about economic reform 
and about the scraps of political 
liberalisation that Mr Chadli has allowed. 

At home, the conservatives want to sus- 
tain the ruling party's grip. Abroad, they 
criticise Mr Chadli for abandoning the 
Polisario guerrillas in the Western Sahara in 
favour of a settlement with King Hassan of 
Morocco. No president of theirs, they think, 
should have sounded as keen as Mr Chadli 
did this summer about an international 
peace conference on the Middle East. 

The army has not taken sides in this ar- 
gument, because it and the party are so thor- 
oughly intermingled; roughly a fifth of the 
delegates to the party congress are soldiers, 
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and recent sudden resignations, promotions 
and ambassadorial appointments suggest 
that the generals are as much divided as the 
FLN. During the riots it seems that soldiers 
sometimes fraternised with protesters. 

But the rioters had no leader. Some- 
thing calling itself the Movement for the Re- 
newal of Algeria made a few telephone calls. 
Elsewhere in North Africa Muslim funda- 
mentalists have given governments the jit- 
ters, so most outsiders expected Algeria's 
troubles to turn Islamic. A discotheque had 
its windows broken, a few wine-bottles were 
smashed, a mullah negotiated one local 
ceasefire; apart from that there seemed little 
sign of anything like the Islamic Tendency 
Movement that helped to bring down Tuni- 
sia's President Bourguiba last November. 

The FLN seems unchallenged; but it con- 
tains alternative presidents. Later this year a 
party congress, guided by the Politburo, is to 
choose its presidential candidate for 1989. If 
Mr Chadli survives his own referendums 
the party may decide to retire him grace- 
fully. Whoever then gets the job will have to 
decide whether to try tighter party control, 
or to offer Algeria's frustrated people the el- 
bow-room they may otherwise end up seiz- 
ing for themselves. 





Chile 
That was nice, 
now the hard bit 


FROM OUR SPECIAL CORRESPONDENT IN CHILE 


HE perfectly conducted plebiscite of 

October 5th made most Chileans feel 
justly proud, including many who voted for 
the losing side in the shape of President Pi- 
nochet. The cheerful demonstrators who 
filled the streets of Santiago immediately af- 
terwards followed not party banners or slo- 
gans from the victorious no campaign, but 
national flags—old and faded, many of 
them, as if they had been pulled out of clos- 
ets for the first time in years. While this 
pride lasts, those in and out of uniform have 
a rare chance to agree on how democracy 
can be peacefully restored. 

The no victory has humbled General 
Augusto Pinochet, but he still refuses to go 
swiftly or quietly. He truly believed, no 
doubt, that he was the trusted leader of his 
people, and he has presented his 43% of the 
vote as a victory over the 5496 who voted 
the other way. Sticking by the letter of the 
constitution tailor-made for him in 1980, he 
told the nation on October 9th that he 
means to serve out every minute of his re- 
maining 16 months in office. When Spain 
hacked its way back to democracy, General 
Franco was dead. General Pinochet is alive, 
in office and holding all the high cards. 

The 16 parties which organised the no 
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campaign are trying hard to interest the not- 
very-interested armed forces in making thé 
transition to elected government easier and 
faster than the constitution provides. They 
want free elections for a new president and 
parliament before the prescribed date of De- 
cember 1989; too much waiting, they fear, 
might cost them control of the lefter-wing 
part of their alliance. Turbulence, whether 
on the far right or on the far left, could pro- 
vide an excuse for postponing the elections. 
The constitutional formula that order shall 
be preserved, which comforts conservative 
Chileans, could yet tempt the armed forces 
to intervene. 

But the general's constitution is not 
written on stone. Two kinds of reform are 
much discussed. Most Chileans, including 
many who voted to continue the general's 
dictatorship, want constitutional amend- 
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Keeping it under their hats 


ment made easier, and they want to get rid 
of the block of senators who would be ap- 
pointed, not elected, to the new legislature. 
There is far less agreement on the trickier 
question of whether and how much to bring 
forward the open elections. The opposition 
parties themselves differ on this, and none 
of their ideas matters unless the uniformed 
men who run the country back them. 

If the elections are to be brought for- 
ward, the opposition must first convince 
three men: the heads of the navy, the air 
force and the police, who, in the ruling 
junta, have a share with the army chief— 
General Pinochet himself—in what passes 
for legislative power until there are elec- 
tions. Plebiscite or no plebiscite, they and 
their services largely decide what happens 
next. They do not necessarily agree. The 
leaders of the air force and the police, Gen- 


erals Fernando Matthei and Rodolfo 


Stange, are of a younger generation than the 
men who made the Pinochet coup in Sep- 
tember 1973. Both, and especially the po- 
liceman, are credited with squashing the 
idea of short-circuiting the plebiscite which 
some army officers toyed with a few days be- 
fore it took place. 

A lot of policemen looked as happy as 
any civilian when the no victory was an- 
nounced: at least 4096 of the police force, 
says the gossip, voted no. General Stange is 
a professional officer, as unpolitical as men 
in such positions can be. General Matthei of 
the air force took the risk of publicly 
acknowledging that the noes had won while 
the rest of the junta was still wavering. The 
air force has good technological reasons for 
being closer to the United States than the 
other services, and the. Americans have 
stuck up openly for democracy and General 
Pinochet's defeat. Most naval officers come 
from conservative families; but they have ? 
pro-British tradition and not much to fear i 
a democratic government started prosecu- 
tions for abuses of human rights. They 
could go either way. 

The service that matters is the army. It 
was the soldiers who wanted General Pino- 
chet to offer himself in the plebiscite, while 
the rest of the junta glumly suspected he 
would lose. Some soldiers speak darkly of an 
external threat to Chile. Others like playing 
politics. Almost all are loyal to General Pi- 
nochet, whose meticulous interest in army 
promotions has repaid him handsomely. 

The opposition, with the wind- in its 
sails, plans to present the junta with firm 
proposals for constitutional change. They 
have two main instruments of persuasion. 
They will argue that order is threatened if 
the constitution remains unchanged; and 
some of them may be ready to offer forgive- 
ness for abuses of human rights in the pe- 
riod after the Pinochet takeover. The no co- 
alition says it means to stick togethe 
throughout the negotiations, if it can ge 
them started, but its various parts are far 
from united, and not only on human rights. 

Sticking together during an election 
campaign would be harder still. Chile has al- 
ways had too many political parties, and the 
Pinochet period has made things worse. The 
Christian Democrats, the biggest party, 
have signed a pact with five others to 
present a single presidential candidate 
whom the rest of the 16-party opposition 
(minus its left wing) could support. There is 
even talk of bringing some of those who 
voted for the general into a "national ac- 
cord", to get transition on the tracks. 

What would the opposition find itself 
opposing? General Pinochet himself has not 
said he will try to stand again, and his con- 
stitution would have to be bent to allow it. 
Various eccentric candidacies are already in 
the air. Some say that General Pinochet's 
wife may have a go. A regional party has 
confused things by proposing an extreme 
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right-winger, Mr Pablo Rodriguez. 
The pro-Pinochet camp may have 43% 
of the vote, but so far it has neither a candi- 


date nor a party. The general is no Peron: he -~ 


has not set up a fan club. His admirers split 
messily over the plebiscite. The strongest of 
the conservative parties, National Renova- 
tion, is anti-Pinochet but has no alternative 
leader to propose. After the plebiscite, the 
one thing that could perpetuate army rule 
would be a failure by the democrats to com- 
promise among themselves. They are quite 
capable of failure once the glow has gone. 





Iran and Iraq 


Trade lags the 
flag 


F YOU can judge a man by his friends, 
A what can you learn about a country from 
its trading partners? One way of answering 
that question is to look at the extent to 
which the trading patterns of Iran and Iraq 
have shifted, or not, during the Gulf war. 

Revolutionary Iran vowed to end the 
Shah’s alliance with the West and make new 
Muslim and third-world friends. mF figures 
show that the share of Iran’s trade (exports 
plus imports) with the industrial countries 
has indeed fallen, from 83% of its total trade 
in 1977; but in 1987, despite Iran's radical 
pronouncements, it still stood at a respect- 
able 6896 (see chart). 

Some of the drop came in trade with 
America: ten years ago, Iran's imports from 
the Great Satan came to 1696 of total im- 
ports, today they.are officially almost noth- 
ing. But Iran has partly made up the differ- 
encé by increasing its imports from other 
purveyors of western decadence. lt buys 

ore than it did from West Germany and 


_.aly. Britain, although deeply distrusted by - 


the mullahs, was still Iran's fourth largest 
source of imports last year. Nor did ideology 
prevent lran from exporting to America— 
until the American government objected, as 
it did to purchases of Iranian pistachios in 
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1986, then of oil in 1987. 

Iran says it believes in staying indepen- 
dent of both superpowers. It still does little 
trade with the Soviet Union, even though 
their borders march with each other. But it 
does more business with Russia's allies. 
Iran's non-military trade with the Comecon 
countries has risen, and they supplied half of 
the weapons Iran purchased during the war. 
That suited Russia: it could retain some in- 
fluence over the. unpredictable Iranians 
without damaging its heavy investment in 
friendship with Iraq. 

The supposedly socialist Iraqis do sur- 
prisingly little non-military trade with the 
Soviet Union, which helped to develop 
their oil industry and supplied most of their 
weapons. lraq's trade with the Americans 
increased during the eight years of the Gulf 
war. It does just over half of its trade with 
the West as a whole, compared with 65% 
ten years ago, when Iraq and the West felt 
colder about each other but Iraq had more 
money. Third-world and communist coun- 
tries offer cheaper goods. The fall for both 
lran and Iraq in their trade with the West 
may be greater than the IMF figures suggest: 
they leave out the barter deals increasingly 
common in the trade of communist and 
third-world countries. 

Both Iran and Iraq have greatly in- 
creased their trade with Turkey, neighbour 


to both of them: Iran's has grown from al- 


most nothing to 596 of its total trade, and 
Iraq's from 6% to 11%. The Turks can sup- 
ply the mountains of food both countries 
need, plus cheap manufactured goods. Iran 
approves of trade with fellow-Muslims. Iraq 
exports half its oil through Turkey, which is 
an extra incentive for Iraq to trade with that 
country. 

Turkey's good time may not survive the 
end of the war. When Iran and Iraq have 
more money to spend, they are likely to turn 
again to the good, high-tech things that 
industrialised countries offer. Both swear 
they will remember their wartime friends 
when they have more money to spend. 
Their record over the past decade suggests 
the opposite. 





Total trade, 1987: $16bn* 


* imports pius exports, as reported by IMF 
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Lebanon 

Sliding apart 

FROM OUR UT Ce See 


I‘ LESS than a mile along a wide boule- 
vard, a citizen of Beirut may stroll out of 
the control of one government of Lebanon, 
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headed by a Muslim civilian economist, and. 


into the control of another Lebanese gov- — 


ernment, under a Maronite Christian gen- 
eral. The division will harden into partition, 
unless political interest and private profit 
can somehow pull Lebanon together again. 

The most potent force for partition is 





Lebanese Forces, and especially its com- 


mander, Mr Samir Geagea. His power in- - 
creased on October 3rd when the Lebanese _ 


Forces swallowed up the 2,000-strong (and 
equally Maronite) personal militia of Mr 


Amin Gemayel, who had ceased being the 


country's nominal president a fortnight ear- — 


lier and is now more or less under house ar- 
rest. Mr Geagea, now the Maronite military 


supremo, claims that the ex-president owes — | 


money to the state, which may no longer ex- 
ist, and wants it handed to the Lebanese 


Forces instead; the sum of $200m is airily 


mentioned. 


Mr Geagea has friends abroad. The Is- —— 


raelis, old allies of the Maronites, now com- 


pete with the Iraqis, who have given the | 
Lebanese Forces 68 tanks and armoured. 


personnel carriers because Iraq loathes Syria 
and so do the Maronites. The Egyptians and 
the Jordanians also distrust Syria and back 
Mr Geagea. So, even more discreetly, does 
the Palestine Liberation Organisation, for 
the same reason. 

Lebanon's disintegration picked up 
speed last month when the national parlia- 
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ment failed to elect à successor to Mr 
Gemayel as president. Some. who speak for 
the Lebanese Forces say the election may 
not come before February next year. By then 


- partition may have become irreversible. 


Between them, America and Syria are 
the principal force against partition. Both 
would lose prestige if Lebanon breaks up: 
the United States because it has put much 
effort (and marines' blood) into Lebanon in 
recent years; Syria because it has 25,000 
troops in the country, and partition would 
be a slap in its face. Their joint attempt to 
find a president failed because it was too 
heavy-handed. The unlikely partners are 
resting a while, but still in business. 

Some Maronites—always excepting Mr 
Geagea and his fighting men—go along with 
this American-Syrian co-operation because 
they realise that a formal partition of the 
country would leave a lot of Lebanese Chris- 
tians under Muslim rule. Their long tradi- 
tion of Levantine business also teaches them 
that a Christian ghetto would find it hard to 
prosper, lacking the local assets and the for- 
eign backing to make it an Israel or a Singa- 
pore. The prime minister of the present 
Christian half-government, General Michel 
Aoun, would like to be president of a united 
Lebanon, or at least commander of the 
whole Lebanese army. 

The Christian members of parliament 
have nominated the patriarch of the Maro- 
nite church to choose one or more Maronite 


candidates to present to the Americans, 


who will then try and sell the least objection- 


- able to Syria and to Lebanon’s Muslims. But 
the longer things stay apart the harder it is 
- to put them together again. 





Ivory Coast. 
Felix in 
wonderland 


FROM A CORRESPONDENT IN ABIDJAN 


DEATH is awaited in Ivory Coast, 
whether it is that of the ancient Presi- 
dent Felix Houphouet-Boigny, who has 
ruled since independence in 1960, or that of 
the economy, which is bankrupt. The presi- 
dent seems livelier. He entertains a stream of 


"foreign luminaries from France, Angola, 


Chad, Israel—even South- Africa, with 
which his country openly trades. He aspires 
energetically to immortal fame, preferably in 
the form of a Nobel peace prize for helping 
to end some of Africa’s wars. 

In case he is overlooked in Nobelland; 
Mr Houphouet-Boigny has embarked on 
the construction of a basilica made of gold, 
ivory and marble, which will be called Our 
Lady of Peace. When he dies his body will be 
laid to rest under the cupola, which, by pa- 
pal request, is a few feet lower than St Peter's 
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Houphouet brews trouble from cocoa 


dome in the Vatican. It will be finished in a 
year, and will accommodate 300,000 wor- 
shippers. It costs $280m, a sum to match 
half the national budget deficit. 

The money comes from the sale of 
16,000 state-owned flats and villas to civil 
servants. This privatisation has not pleased 
the World Bank. Since the 1970s, when a 
spending spree threw up what lvorians 
fondly call their "Manhattan skyline", Ivory 
Coast has twice failed to meet its obligations 
to its foreign creditors. The IMF and the 
World Bank are both blocking new loans. 

Like its neighbours, Ivory Coast lives off 
beans. Some are arabusta, a coffee hybrid in- 
vented by the French that will never fetch 
much on world markets. The others are co- 
coa of such excellence that Ivorian beans 
fetched a premium until a world surplus 
punctured the price. The president owns an 
undisclosed acreage of cocoa and coffee, so 
sympathises with the peasant farmers who 
form the backbone of the economy and the 
majority of his electorate. Rather than ac- 
cept a lower cocoa price, he has tried this 
year to force up the world price by stockpil- 
ing. But prices are still lower than they have 
been for 12 years. If, as seems quite likely, 
600,000 tonnes from this year's crop are 
heaped on top of 80,000 tonnes of last year's 
stocks, even Ivory Coast's huge silos would 
be unable to preserve it all. | 

The World Bank and the French have 
besought Mr Houphouet-Boigny to reduce 
the price paid to cocoa-growers, which is 
much more than the beans fetch for export. 
On October 6th the president, to launch 
the new buying season, announced that the 
price would stay as it was. The state market- 
ing board, which absorbs the difference be- 
tween domestic and world prices, is already 
unable to pay the banks for the last crop. 
The banks, jointly owned by lvory Coast 
and France, would collapse if the French 
partners stopped underwriting them. Some 
French banks are already refusing to honour 
Ivorian cheques. 


The country’s French population has 
dropped from 50,000 to 35,000 over the 
past ten years, but France still seems com- 
mitted to its favourite former colony. The 
Ivory Coast buys its exports, and French 
marines perch on the end of the runway at 
Abidjan airport. The French hostages in 
Lebanon were released soon after the inte- 
rior minister of the previous French govern- 
ment, Mr Charles Pasqua, had a talk with 
leaders of Ivory Coast’s considerable Leba- 
nese community. 

Traditional beliefs run deep in Ivory 
Coast. Not far from the basilica, by the moat 
of the presidential palace, live chickens are 
thrown clucking to Mr Houphouet-Boigny’s 
crocodiles, Ivorian symbols of strength. Last 
time the old president fell ill, several young 
executives in Abidjan dared not leave their 
houses; custom dictates that when a chief 
dies, his warriors are buried alive alongside 
him. Perhaps the sacrificial instinct guide” 
the president's economic policy too. 





Madagascar 


Winged killer 


ALARIA has hit the weakest of vic- 

tims: an area without immunity to the 
disease, or means of coping with it. In six 
months almost 100,000 people seem to have 
died of the fever in Madagascar's densely 
populated highlands. In theory, the disease 
can be controlled by medicines and by eradi- 
cating the mosquitoes that carry it into the 
human bloodstream; but those remedies 
may be beyond the reach of poor, badly 
organised countries. 

Madagascar is such a country. Its gov- 
ernment, usually isolationist, is pleading for 
help. Unless vast quantities of drugs are dis- 
tributed free, and hundreds of thousands c 
homes sprayed with insecticide, this sec 
son's rains could bring calamity. 

The epidemic struck during the previ- 
ous rainy season, between November and 
April. International agencies did not under- 
stand its scale because Madagascar's own 
health services were too poor and simple to 
tell them about it; the main government ma- 
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laria-control laboratory owns one lamp and 
- two old microscopes. It is now clear that ma- 
— laria is the island's main cause of death. 
í The French-run Institut Pasteur du 
- Madagascar examined a highland village just 
outside the capital, Antananarivo, during 
. the epidemic. It found an extremely high 
. rate of infection among all age groups, with 
no apparent immunity to the disease. If this 
village is typical, the highlands of Madagas- 
— «ar have suffered one of the worst malaria 
- epidemics ever recorded. Recent visitors to 
the hill country say that empty mud houses 
— in villages and hamlets bear witness to the 
umber of families wiped out by the disease. 
Experts from the World Health 
_ Organisation think the outbreak has two 
main causes. Between 1950 and 1970, the 
French almost eliminated the malarial mos- 
quito, anopheles funestus, from the high- 
lands. It has now come back, and the hospi- 
_ tals and dispensaries are desperately short of 
- drugs. The most useful anti-malaria drug, 
- chloroquine, can be bought in village shops, 
but, in a country where income per head has 
fallen consistently for 20 years, few people 
can afford it. 
The spread of the disease may also have 
" been promoted by a small increase in the av- 
erage temperature in the highlands, which 
__ have grown warmer by 0.8°C. This might be 
- caused by the so-called "greenhouse effect”, 
- deriving from an increase in atmospheric 
carbon dioxide; or it could be caused by de- 
forestation, for which Madagascar is notori- 
ous. Either way, mosquitoes like the greater 
warmth. Many similar uplands, particularly 
— jn Africa, could be at risk. 
— The main lesson is that mosquito eradi- 
cation campaigns, such as the one the 
French conducted in Madagascar, need to 
be followed up. The treatment involved 
huge doses of insecticide, especially DDT, 
= which has harmful side-effects and is now 
_ banned almost everywhere. The highlands 
grow a lot of rice, and irrigation channels are 
= mosquito nurseries; so the insects have 
come back. People lost their habitual resis- 
tance to the disease, while mosquitoes and 
malarial parasites were acquiring resistance 
to insecticides and drugs. 
The Swiss government has offered 
$i 4m for the purchase, under World Bank 
. auspices, of 300m tablets of chloroquine 
— base: enough for mass treatment of the 
— population over the next two years. But 
— Madagascar's health ministry proposes to 
sell the drugs rather than hand them out 
free, so the poorest and worst affected places 
= may not be able to buy supplies. The French 
. and Italian governments are therefore send- 
ing emergency supplies of drugs, insecticide 
and hand-pumps for spraying. Local techni- 
cians must be trained to operate and distrib- 
ute these. Until Madagascar gets a lot richer 
and better-educated, malaria has probably 
come to stay. 
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HE Shah muzzled lran's press 

through what editors nicknamed his 
"Ministry of All the Truth". These days 
truth in Iran, like power, is less mono- 
lithic. Newspapers quarrel about govern- 
ment policy and delight in exposing 
scandals. The political system itself may 
not be attacked, but the press is diverse 
enough to give a glimpse of what goes on 
inside it. 

The Shah's censorship turned Iran 
into a Xerocracy of underground broad- 
sheets, which set the tone for the press 
after the revolution that removed the 
Shah in 1979. It was free to the point of 
chaos: no rumour, no slander was too 
dubious to publish, and every faction 
had its mouthpiece. But when President 
Abolhassan Bani-Sadr fell in 1981 after a 
battle in the press, the mullahs consoli- 
dated their power by banning other peo- 
ples publications and running their 
own. 

Two established newspapers were 
adapted to represent rival government 
factions; Etelaat the "moderate" clerics, 
Keyhan the radicals. A brand-new third 
paper named Jomhuri Islami, or Islamic 
Republic, was set up soon after the revo- 
lution by the clerical party. Edited by the 
prime minister, Mr Mir Hussein 
Moussavi, it still reflects his radicalism, 
tempered now with the realism of power. 

The anti-capitalist radicals,- who 
wanted an Islamic redistribution of 
wealth to the poor, held sway at first but 
by 1985 the conservative clergy were feel- 
ing stronger. They were traditionalists, 
whose belief in private enterprise made 
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them relatively pro-western in foreign 
policy. Perhaps because Ayatollah Kho- 
meini too now wanted to woo the West, 
these conservatives were allowed to set 
up their own newspaper, Resalat, upon 
which Keyhan immediately declared 
war. The two papers competed to find 
contradictory meanings in Ayatollah 
Khomeini's speeches, and did not call a 
truce until the ceasefire with lraq last 
July. The rivalry continues, if less noisily. 

The press is less free than parliament, 
where members can and do attack any- 
one below Ayatollah Khomeini. But it 
delights in reporting such attacks, and 
may join in too; on September 13th the 
powerful interior minister, Mr Ali Akbar 
Mohtashemi, got a bruising from 
Keyhan International, the paper's En- 
glish-language edition. The Tehran 
Times, a government-run English-lan- 
guage daily, last month gave a plausible 
account of why the prime minister tried 
to resign. Bad news, laméntations about 
shortages and inflation, is permitted, and 
papers compete to expose profiteers and 
other undesirables. 

There are limits. No newspaper (or 
even member of parliament) dared call 
for the end of the Gulf war; the press 
took weeks to report the Iraqis’ recap- 
ture of the Faw peninsula, and then tried 
to slip it in unnoticed. But Ayatollah 
Khomeini, no more liberal than the 
Shah, has discovered something that his 
predecessor never did. The public airing 
of Iran's problems makes people feel part 
of the political process, so less inclined to 
blame all their woes on the government. 
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Two cheers for Hungarians, 
three for Balts, none for Czechs 


Perestroika means different things to different East Europeans. Consider 


events from the Danube to the 


HE quiet revolution in Hungary goes 
discreetly on. The parliament in Buda- 
pest has just approved a Law on Corporate 
Association which, from the beginning of 
“ext year, is intended to let the private sec- 
ot blossom, liberate the movement of capi- 
tal and allow western companies to buy 
Hungarian ones. The Hungarians have long 
been called closet capitalists. They now seem 
to be taking capitalism out of the closet and 
on to the statute books. 

Is the new law really that radical? The 
frustrating answer, familiar to anybody who 
has followed Hungary’s reforms since 1968, 
is: yes and no. The law is indeed a bold step 
towards economic freedom. It establishes 
the right for anybody to set up private 
shareholding companies; until now joint- 
stock companies in Hungary had been lim- 
ited to a few experiments (such as a light- 
bulb maker, Tungsram), and share- 
holding was confined to employees of 
the company. Taxes should be less of 
a burden. The parliament sent a pro- 
posed tax law back for revision, say- 
ing that the suggested continuation of 
the 50% tax on profits was absurd. 
 ombined with other taxes and wel- 
re contributions, a 50% profit tax 
means that many firms in Hungary to- 
day pay almost 100% of their profits 
to the government. 

The new law is good news for en- 
trepreneurs. Private individuals will 
be able to form limited companies, 
which will make new ventures less 
risky. In the past their partner in a 
limited company had to be a state en- 
terprise or a co-operative, and few en- 
trepreneurs took up the offer. From 
next year any private enterprise will 
be able to employ up to 500 people, 
compared with the current limit of 
35. A capital market is in prospect, as 
unproductive savings—for example, 
hoardings of jewellery and hard cur- 
rency—are transferred to sharehold- 
ing companies offering a real return 
on investment. It is only a matter of 
time before a busy stockmarket joins 
Hungary’s five-year-old bond market. 
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tic, with a sad detour via Prague 


Foreign investors have already been 
showing a growing interest in Hungary: this 
year alone about 100 joint ventures have 
been set up. The new law should give the 
process another boost. Foreign companies 
will be able to buy stock in Hungarian firms, 
all the way up to 10096. No other country in 
the Soviet world has gone so far. 

However, Hungary’s conservatives have 
made sure that the return of capitalism, 
even if inevitable, will not happen over- 
night. The new law contains weasel clauses 
which undermine its main intent. For exam- 
ple, individuals wishing to form a limited 
company must have a starting capital of at 
least Im forints ($19,000), half of which 
(equivalent to six years’ average pay) must 
be in cash. Loans of this size are hard to find 
in Hungary. And the capital must be raised 
before a new company is registered, a detail 
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Budapest’s consumer communism 


likely to deter prospective partners. 

Would-be joint-stock companies face a 
similar hurdle. They must find a starting 
capital of not less than 10m forints, 5m of it 
in cash. How will cash-starved state enter- 
prises, the very companies the government 
supposedly wants to be invigorated by pri- 
vate capital, find the money to privatise 
themselves? Western investors will be re- 
stricted by a provision that they can buy 
only shares which bear the holder’s name. 
The biggest victory for the conservatives was 
a clause which states that any government 
institution owning a third of a company's 
shares automatically controls 5196 of the 
company. Evidently, under capitalism some 
are more equal than others. 

The old Hungarian dilemma remains. 
Awareness that only freer markets can make 
the country competitive keeps growing. Yet 
suspicion of market forces dies hard. That is 
why a mixed-up Hungary is at best shuffling 
towards a mixed economy. 


Welcome back to Eastern Europe 


The Balts start a long way behind the Hun- 
garians, but they are racing to catch up. The 
three Baltic republics that Stalin scooped up 
in 1940—Estonia, Latvia and Lithuania— 
have never felt at home in the Soviet Union. 
They belong to Europe, in the way that 
word is used in Cracow or Heidel- 
berg, not in Moscow. The cakes and 
coffee houses remind one of the Black 
Forest, not the Taiga. Now the Balts 
are starting to act like Hungarians or 
Poles: they are pushing powerfully for 
more democracy, more economic 
freedom, more independence from 
the centre of Soviet power. 

Each republic is setting up its 
own mass movement, known as a 
Popular Front. These are separate 
from the Communist party, but have 
so far been tolerated by that party be- 
cause they say they are working for 
perestroika. The support for Mr 
Mikhail Gorbachev's reforms is sin- 
cere, but mainly because the Balts see 
those reforms as a chance to break all 
but the most basic ties with Moscow. 

All three Popular Fronts want as 
much economic autonomy from Mos- 
cow as possible. The Estonian abbre- 
viation for "self-managing Estonia" is 
IME; ime is also the Estonian word for 
"miracle", which is what Estonians 
are hoping for. Latvia and Lithuania 
are working on plans for a similar 
miracle. The most radical proposals 
envisage each republic eventually 
having its own convertible currency, 
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with which it would trade with the rest of 
the Soviet Union and the world. Even the 
more modest versions of the scheme would 
hand control over all industry to the repub- 
lics, and allow factories to be leased back to 


share-holding workers. Profits would be 
taxed by the republic, which would pay a tax 





‘to Moscow for defence and the few other af- 


fairs that would be left to the Kremlin. 

The three Popular Fronts (Estonia's and 
Latvia's have now been formally founded, 
Lithuania’s follows next week) also want 
“cultural independence”. That means en- 
couraging Russians to go back home—what- 


— ever encouragement would turn out to 





 mean—and insisting that Russians who stay 


must speak the local language. Lithuanian 
and Latvian have just been given official sta- 
tus. In the communist countries of Europe 
outside the Soviet Union people can at least 
address a policeman in their own language. 
The Baltic republics have been Russified in 
varying degrees since 1940. Only about half 
of Latvia's 2.6m people are Latvian, and 
only about a third in the capital, Riga. Esto- 
nians make up 6096 of their republic's 1.5m 


people. Only Lithuania has a strong native 


majority, some 80% of its 3.6m people. 
This Russification is particularly offen- 
sive because the Balts feel themselves thor- 
oughly part of another Europe. Estonian 
and Finnish are so close that Estonians have 
no trouble understanding television broad- 
casts from Helsinki (Estonian papers have 
started printing Finnish programme sched- 
ules). Devoutly Catholic Lithuania has an 
old connection with Poland, and a good deal 


of sympathy for the ideals of Solidarity. The 


outnumbered Latvians look wistfully at 
small countries like Denmark, and know 
that had they not been snatched from the 
rest of Europe by Stalin they could be as 
prosperous as the Danes today. 

So far the Popular Fronts in all three re- 
publics have kept several steps ahead of 
even the most reformist part of the local 
Communist party—and made it run to 
catch up. The three parties' leaders now say 
they accept almost all the Popular Fronts' 
demands. Yet the future of these young 
movements is far from secure. One Soviet 
paper referred this week to the Estonian 
Front's "children's diseases”, such as disre- 
spect for the interests of non-Estonians liv- 
ing in the republic. In Latvia some party offi- 
cials are calling for armed factory units to be 
set up to deal with "anti-Russian" demon- 
strators. Finding out how much freedom 
you can pull or coax out of Russia is all part 
of being East European. 


Jakes's thing is different 

While Hungary and the Baltic republics gaze 
hesitantly but hopefully towards the future, 
Czechoslovakia has this week swivelled 
round to face sternly towards the commu- 
nist past. Its Politburo and government have 
been reshuffled to exclude even the mildly 


56 











x 
N 


id ail. eee 


Perestroika in Prague 


experimental man who had been prime min- 
ister. Its chief ideologist, Mr Jan Fojtik, 
simultaneously issued a dark warning about 
"petty bourgeois" ideas of greater private 
ownership. 

Anybody. tempted to think that the 
shake-up of top politicians arranged by the 
party leader, Mr Milos Jakes, on October 
lOth was a loyal imitation of Mr 
Gorbachev's purge a fortnight earlier can 
dismiss the hope. Mr Gorbachev's aim was 
to limit the power of opponents of his re- 
forms. Mr Jakes removed Czechoslovakia's 
best-known reformer, the prime minister, 
Mr Lubomir Strougal. The prime minister's 
offence was not just his tentative interest in 
economic reform. He was beaten by Mr 
Jakes last year in the competition to succeed 
Mr Gustav Husak as party leader. Since 
then his mutterings of veiled disapproval 


about Mr Jakes's lack-lustre commitment to 
perestroika, plus a reputation for enjoying 
good dinners, have not helped his chance“ 
of survival. 

Other heads have also rolled down from 
Hradcany castle, the party's elegant seat in 
Prague. Among them are those of the for- 
eign minister for the past 17 years, the ailing 
Mr Bohuslav Chnoupek, and the interior 
minister, Mr Vratislav Vajnar. Some de- 
pressing faces loom larger in the Politburo. 
Mr Vasil Bilak and Mr Alois Indra, both of 
whom welcomed the Soviet tanks that 
crushed the Prague Spring in 1968, con- 
tinue to flank Mr Jakes. 

The way things are going in Prague, one 
may yet see Czechoslovak tanks rolling 
through the streets of Moscow (or Budapest 
or Riga or Tallinn or Vilnius) to restore 
communist orthodoxy. 





West Germany 


In for the count 


FROM OUR BONN CORRESPONDENT 


IKE an unruly school class called to order 
after being half-run by Billy Bunter, 
West Germany's liberal Free Democratic 
party is gasping under a strict new regime. 
For three years it has got used to being led 
on a long leash by Mr Martin Bangemann, a 
man of great girth and mirth who has had 
more than enough of Bonn politics and is 
going to Brussels in January to be a Euro- 
pean commissioner. By electing Count Otto 
Lambsdorff as its new chairman at a con- 
gress on October 8th, the party has chosen 
discipline and discomfort instead. 

Count Lambsdorff went out of his way 
to promise a "collegiate" leadership, and let 
drop a few kind words to his rival for the top 
job, Mrs Irmgard Adam-Schwaetzer, who 
won 187 votes to his 211. But he also 
stressed that the Free Democrats, the junior 
partner in the centre-right coalition in 
Bonn, had to show a sharper profile after 
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the death of Mr Franz Josef Strauss, the Ba- 
varian whose conservative outbursts helped 
to chase more voters the Free Democrats' 
way. True to form, the abrasive count 
quickly got busy profile-sharpening with in- 
terviews and commentaries delivered like 
bursts of machinegun fire. 

Odd though it sounds, Count 
Lambsdorff is ensuring himself more influ- 
ence by not taking up the job of economics 
minister, which Mr Bangemann is also drop- 
ping. He knows that the chancellor, Mr 
Helmut Kohl, loves concocting policy in 
small cabals outside cabinet sessions, often 
to the impotent fury of ministers. By avoid- 
ing the economics post (which he has had 
twice before anyway), Count Lambsdorff 
reckons he will be freer to put pressure 
where it really matters. 

The new economics minister will be Mr 
Helmut Haussmann, an energetic 45-year- 
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old lawyer who has so far been the Free 
Democrats’ general secretary. It is not quite 
fair to call him "Lambsdorffs puppet” (as 
some unkindly do, behind their hands). He 
has ideas of his own and some practical ex- 
perience of economics from running the 
small family furniture business in his home 
state of Baden-Württemberg. But it is also 
hard to imagine him taking big policy deci- 
sions which run against the grain of the om- 
nipresent Count Lambsdorff. 

The count's return is enough to mean a 
marked change of style in Mr Kohl's coali- 
tion. Mr Strauss's death will make the 
change all the more striking. 

Mr Strauss was leader of Bavaria's 
Christian Social Union as well as the state's 
premier, and there is no one person big 
enough to fill his outsized shoes. The pre- 
miership looks certain to fall to Mr Max 
Streibl, the Bavarian finance minister, 
‘vhose silvery hair and noble manner cut 

tim out for the role of Landesvater. A scrap 
for the party job seems in prospect between 
Mr Theo Waigel, the leader of the Bavarian 
parliamentarians in Bonn, and Mr Gerold 
Tandler, an old protégé of Mr Strauss. Mr 
Waigel is the more forthright of the two, Mr: 
Tandler (a dull speaker who can empty elec- 
tion meetings as quickly as Mr Strauss could 
fill them) the more cunning. Neither would 
give Mr Kohl an easy time in coalition talks, 
but neither may be able to hold the Bavarian 
party together as Mr Strauss could, 








Italy 
E finita 
la commedia 


FROM OUR HOME CORRESPONDENT 


OLITICS in Italy may never be the same 

again. By putting an end to the 140-year- 
old tradition of secret voting in parliament, 
Italy's Chamber of Deputies has made the 
job of running the country a little less 
colourful but a lot simpler. For the Chris- 
tian Democratic prime minister, Mr Ciriaco 
De Mita, the vote on October 13th was a 
victory that gives him a chance to take over 
from his Socialist rival, Mr Bettino Craxi, as 
Italy's strong man. 

The abolition of the secret vote had to 
be achieved in a secret vote. It took weeks of 
persuasion—including threats of resigna- 
tion and of an early election—for Mr De 
Mita to coax recalcitrant deputies from his 
own party to accept the new rule, which will 
make them publicly accountable for the way 
they vote. Even then it was close. The re- 
form needed 316 votes to pass; it got 323. 

The abolition of the secret vote was in- 
cluded in Mr De Mita's government pro- 
gramme in April at the insistence of Mr 
Craxi. A stint in government convinced Mr 
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De Mita of the wisdom of Mr Craxi's de- 
mand. The secret vote exposed him to the 
“snipers” in his own factious party, who se- 
cretly opposed things the rest of the party 
wanted in order to defend their local inter- 
ests. His government had little hope of win- 
ning parliamentary approval for its 1989 
budget under the old voting system. Both 
Mr De Mita and his Socialist treasury minis- 
ter, Mr Giuliano Amato, have vivid recollec- 
tions of the successive defeats suffered by 
the previous cabinet when it tried to push 
through its budget last year. Now Mr Amato 
and Mr De Mita can press ahead with the 
most serious attempt so far at reining in 
public spending and debt. 

For once, both Mr De Mita and Mr 
Craxi were pushing in the same direction. 
Mr Craxi was determined to win approval 
for the principle of open votes in parlia- 
ment. So determined, in fact, that he has 
twice flown to Mr De Mita's rescue during 
the past two weeks to concede exceptions to 
the rule of the open vote. The Socialist lead- 
er counts on winning back the prime minis- 
ter's office one day, and wants as much 
power as possible when he gets there. 

The new system should enable govern- 
ments to pass legislation without the weeks 
of bargaining which preceded the secret 
vote. Like Mr Craxi in 1984, when as Italy's 
first Socialist prime minister he curbed the 
scala mobile, the inflation-linked wage sys- 
tem, Mr De Mita has shown that big reform 
can be achieved against the will of the oppo- 
sition Communist party. Much of the ma- 
noeuvring which held up Thursday's vote 
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Fake 


E 

"E could never have proved 

the Turin shroud genuine; at the 

most, uncertain. But science could 
prove it fake, and has done. Uncer- - 

tain its origins remain, after 1 

the carbon-dating results 

| from three laboratories for- 













































mally revealed on October 
13th by the cardinal-arch- 
bishop of Turin. But cer- 
tainly they lie somewhere 
around the thirteenth cen- 
tury, not the first. 

Art historians and chem- 
ists are left with some trivial 
questions of when and how it 
was faked. Christians have 
lost a phoney burial-cloth 
and gained a moving por- 
trait. They should not la- 
ment. Only its original 
wearer could have certified 
that the shroud was genuine, 
if it had been; and if that had 
ever happened, who would 
have needed his faith con- 
firmed by a piece of cloth? 


was by the Communists; this reform wi 
lose the party parliamentary influence. —— 
It was a relieved Mr De Mita who flew 
off on an official visit to Moscow straight af- 
ter the vote. But he has had to pay a price: or 
staying on as prime minister. Critics in his 
own party fear his unusual (for a Christian 
Democrat) position as both party leader and 
prime minister. He has had to promise that 
he will give up the party job at the Christian 
Democrats’ congress in January. ! 
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Yugoslavia d 


olowing Sloba 


LOBODAN MILOSEVIC, the forcefu 
M party boss in Serbia who is affectionatel 
known among his admirers as Comra 
Sloba, is not as unstoppable as some Yugo- 
slavs were beginning to think. He has suf- 
fered a setback in his bid to emulate Tito by 
becoming Yugoslavia's absolute ruler. I 
happened in Montenegro, the smallest and 
poorest of Yugoslavia's six republics, and 
the one historically closest to Serbia. F 

On October 7th supporters of Mr ilo- 
sevic tried to use a workers’ demonstration 
in Titograd, Montenegro's capital, to over- 


throw the local party leadership. The local 


politicians are split into pro- and anti- 


Milosevic factions. This split roughly re- 
flects the historic division in Montenegro. 
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between those favouring separate Monte- 
negrin nationhood (the  zelenasi, or 
"greens") and those (bjelasi, or “whites’’) 
who want Montenegro to be part of Serbia 
and resent Tito turning it into a separate 
republic. 

The attempted assault by the Milosevic 
forces misfired. The local police dispersed 
the demonstrators. The local politicians 
tried to calm the workers by giving them 
wage increases of up to 30%. 

This was in sharp contrast to what had 
happened the day before in Novi Sad, the 
capital of Vojvodina, one of the two “auton- 
omous provinces” of Serbia Mr Milosevic 
wants to bring back under Serb control. 
Here Mr Milosevic scored a triumph. After a 
siege of the party headquarters by a restive 
crowd of some 100,000 people, Vojvodina's 
leaders resigned. They have been replaced 
by a temporary committee packed with Mr 
Milosevic's supporters. 

The  Montenegrin resistance was 
greeted rapturously in Slovenia, Yugosla- 
via's most western-minded republic. Most 
Slovenes see Mr Milosevic as an autocrat 
likely to be hostile to the liberal policies they 
now pursue under the leadership of Mr Mi- 
lan Kucan. They fear that a recentralised 
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Yugoslavia under Mr Milosevic would mean 
less freedom for Slovenia to go its own way. 
On October 8th the Slovene party's praesid- 
ium sent a letter of support to the Montene- 
grin one. The letter said that, by backing the 
Montenegrins, the Slovene party was also 
defending the right of the Slovene people to 
"decide about its own future and, together 
with other nations and nationalities, about 
the future of Yugoslavia too.” 

Support for the Montenegrins also 
came from the Croat party leadership. Like 
the Slovenes, the Croats see Mr Milosevic as 
a threat to their semi-autonomy. A rather 
more muted message of support was sent to 
Titograd from Bosnia, which is still unset- 
tled after a big financial scandal last year. 
Bosnia’s Muslims dislike Mr Milosevic. 
They suspect him of wanting to bring the 
republic under direct Serb control with the 


aid of Bosnia's own Serbs, the republic's sec- 
ond-largest nationality after the Muslims. 

The official comment from Macedonia 
was non-committal. Macedonia’s leaders do 
not relish Mr Milosevic's Serb-flavoured 
politics, which remind them of the pre-1941 
attempts in royalist Yugoslavia to 
"Serbianise" Macedonia. But right now 
they sense a greater danger from Macedo- 
nia’s fast-growing Albanian population, 
nearly 3096 of their republic's total. Mr 
Milosevic's anti-Albanianism has up to now 
brought him Macedonian support. 

Mr Milosevic shows no sign of retreat- 
ing in the face of hostility from non-Serbs. A 
purge of top politicians is expected at an 
emergency meeting of the federal party's 
Central Committee on October 1 7th. Many 
of Mr Milosevic's fiercest opponents are 
likely to be removed. 





European students 


Aging by degrees 


When a British com 


y takes on a keen young graduate, the new recruit is 


22. When a West German company does the same, he is closer to 30. In 
parts of Europe nowadays, the graduate is almost as old as Mrs Robinson 


HESE differences in the age of learning 

do matter. First, for the students them- 
selves. University life varies vastly depend- 
ing on where you are in Europe. Some cam- 
puses are full of carefree 20-year-olds; in 
others a student is more likely to be over 25, 
have a family of his own, and be enrolled in 
a course that leads on towards his 30th 
birthday. Any talk about "Euro-students" is 
misleading. So is talk about “Euro-yuppies”’. 
Europe's graduates come in all sorts of ages 
but—as 1992 approaches and their quali- 
fications are accepted across EEC frontiers— 
they will increasingly be competing for the 
same jobs. Since one country's 22-year-old is 
likely to be cheaper to employ than anoth- 
er's 30-year-old, the charm of long study 
may begin to fade. 

Students approaching wrinklehood are 
mostly seen in northern Europe; where 
strong economies or lush government 
grants keep people dallying over degrees. In 
West Germany, more than 4096 of students 
in higher education are 25 or older; in Fin- 
land, the figure is nearly 50%. An arts de- 
gree in Denmark usually takes eight or nine 
years to complete; an aspiring doctor stays 
studying and training until nearly 40 before 
he can start working as a general practi- 
tioner. Finland gives government grants and 
gentle loans to let students study for seven 
years. If a student decides to change courses 
even after four or five years’ study, another 
subsidised seven-year cycle starts. 

Farther south, countries are more reluc- 
tant to let students make a career of study- 
ing. In Spain most people finish university 


studies in their early 20s. In France grants 
are mean. Long-term students usually need 
helpful parents or a job. Even in fairly 
northerly Britain more than 80% of stu- 
dents in higher education are under 25. 

French employers are wary of anyone 
who has spent more than four years at uni- 
versity. Not so West German employers. 
One report on West German management 
found that heads of personnel departments 
did not think that completing a university 
course in under 4 years was always a good 
thing. "Young" people of 25, it complained, 
sometimes lacked maturity. The average ag 
of entry from university into large comps 
nies is 28. If the new recruit has stayed on to 
get a doctorate (considered an asset for pro- 
motion in German business), he is usually 
30. He will not, however, stay on to get an 
MBA, for which no courses are offered in 
West Germany. There is a feeling that re- 
cruits with MBAs gained abroad are "arro- 
gant types who do not fit in”. 

By the end of next year, if all goes ac- 
cording to plan, each EEC country will have 
to recognise professional qualifications 
gained anywhere else in the Community. 





The age of learning 
% of higher % of new 
education students entrants 
aged 25orover* aged 25 or over* 

Britain 19.6 16.7 
France 32.5 9.2 
W.Germany 40.2 8.7 
Sweden 61.8 54.6 
Source: OECD *1981-82 
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Hong Kong works 


For detailed information about Off Shore Manufacturing in 
Hong Kong. contact the following Hong Kong Government 
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Industrial Promotion Offices: 
London Fax: G1-493- 1964 Tel: 01-499-9821 
Tokyo Fax: 03-446-8126 : Tei: 03-446-B111 
Brussels Fax: 02-640-66-55 © Ter 02-648-39-86 
New York Fax: 212-308-7827 ^.. Telk 212-752-3650 
212-152-3688 
San Francisco Fax: 418-421-0646 Tel: 415-956-4560 
Hong Kong Fax: (852) 3-694633 Tel: (852) 3-7222434 









One Stop Unit, 14/F, Ocean Centre, 
5 Canton Road, Kowloon, Hong Kong 
Ref: E 


HONG KONG GOVERNMENT INDUSTRY DEPARTMENT 
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OREGON EMER EEE ENE EEE EEE 


THE EUROPEAN 
INVESTMENT BANK 


invites entries for the 
1989 EIB Prize 


For the third time since the establishment of 
the EIB Prize in 1983, the European Invest- 
ment Bank is to award 10 000 ECUs for a 
doctoral dissertation on a subject related to 
investment and financing. The deadline for 
submission is 1 February 1989. 


The rules governing the 1989 EIB Prize have 
been published in the Official Journal of the 
European Communities Nr C 261 of 

8 October 1988. 


Additional copies of the rules and further in- 
formation may be obtained by contacting 


Mr Cees Post | 
EUROPEAN INVESTMENT BANK 
L-2950 Luxembourg _ 

Tel.: (352) 4379-4223 
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422 Collins St., Melbourne, 







Simply one of the best rural investments 
An outstanding home of undeniable distinction 


GLENBURN 


80 Km from Melbourne, Victoria, Australia 


105 ACRES - 42 HA. 


6 Titles Available 

















This Unique Home of 12 Main Rooms is the Ultima 
in Rural Home Ownership ~ Formal, Functior 
Family Rooms Make this Home of 55 Squares Some 
thing Special — 6 BR’s ~ Spa - Sauna - 2 Bathrooms- 
European Oak Kitchen — Features of Leadlight, Im 
ported Wallpaper, Axminster Carpet, Exclusiv 
Light Fittings, Decorative Ceilings & Superb Decor - 
Can Only Begin to Describe This Home. Set amidst | 
4.5 Acres of Established Landscape Garden - Floodlit. 
Tennis Court - Heated Swimming Pool and Private 
Lake - 6 Dams ~ Rolling Pastures - Outbuildings. . 












Property of the Highest Calibre ~ Spectacular Views : 


Auction: On Site Fri 18th November 2.30 p.m, 
Yea Road A 


Terms: 50% by possession — Balance End 2 Yrs, Int 
12,5%p.a. | 





For detailed colour brochure & inspection 


NTYRE Real Estate Pty Lid 












(613) 670 0999 


Victoria, Austr: 


A/H: Bart O'Sullivan (6157) 92 3820 Simon Mcintyre (613) : 
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Law unto themselves 


Training and average ages 
of law students, 1987 


LJ University or higher education 


Professional education 
ET] Professional apprenticeship 





West 
Germany 


Source. Estates from Counc of Bars and Law Societes of the European Community 


France Italy 






Accountants, engineers and the rest will be 
able to practise where they like in the Com- 
munity. Some will be made to take a lan- 
guage test, and in certain countries an apti- 


tude test as well. Even so, will this really be a 
competition between equals? 

[n Italy, a young person hoping to be a 
lawyer completes six years of university, pro- 
fessional training and apprenticeship before 
qualifving, aged about 25 (see chart). In 
Spain, the usual starting age is 17, with the 
new lawyer qualifying at 22. A 22-year-old 
Spanish lawyer will in theory be at liberty to 
set up practice in West Germany, where the 
studies and training go on until 26 (or in 
Luxembourg, where would-be lawyers start 
to study at 20 and go on until they are 27). 

Attitudes towards aging students may 
be changing. Denmark, Holland and West 
Germany are trying to reduce the time taken 
over first degrees. Even Sweden, which has 
encouraged older students so much that 
now the majority of people in higher educa- 
tion are 25 or over, has decided at last to 
favour younger ones. No wonder. One re- 
port last year found that Swedish industrial 
employers were complaining that newly 
trained research scientists were too old. The 
average age of research students was 36. 
GENUS i: eee Se CD. DREW Ap ee 





M'Lud was circumspect 


FROM OUR BRUSSELS CORRESPONDENT 


HE importance of the European 

Court of Justice, the final arbiter of 
EEC law, will increase sharply as the 
project to create a single market in the 
Community by 1992 takes shape. Project 
1992 is creating a new set of laws which 
will take precedence over the national 
laws of the Community's members. Yet 
the president of the Luxembourg-based 
court, who by dint of his office is one of 
the most powerful men in the EEC, retired 
this month almost unnoticed by, and still 
unknown to, most Europeans. 

He is Lord MacKenzie Stuart, a Scot- 
tish judge who has been president of the 
European Court for the past four years. 
He was an oddity among the ambitious 
men at the top of the Community: he de- 
clined to pursue powers not clearly given 
to him by Community law. Member- 
states, EEC institutions, individuals, com- 
panies and national courts can appeal to 
the European Court. lt is the only re- 
course for governments which believe 
that the bureaucrats of the European 
Commission have exceeded their author- 
ity. No area of EEC activity is closed to the 
court, and until recently it appeared to be 
pushing against the limit of the powers 
that EEC governments allowed it. But un- 
der Lord MacKenzie Stuart it has grown 
more cautious: it now refuses to fill gaps 
left by the EEC's lawmakers. 

Thus the court declined to clear up the 
ambiguity surrounding the budgetary 


60 


powers of the European Parliament and 
the Council of Ministers, which is made 
up of government ministers of the mem- 
ber-countries. When asked by national 
governments who had the final say, the 
court merely said that, since council and 
parliament had been given co-responsibil- 
ity for the EEC budget, nothing could be 
decided unless both agreed. 

Some ‘national courts still begrudge 
the European Court its authority. Yet EEC 
governments nearly always accept the 
court's rulings, albeit with delays. Ameri- 
can multinationals can, and do, appeal to 
it if they feel that the commission has 
fined them unfairly for breaches of EEC 
antitrust law. Japanese makers of ball- 
bearings and zip-fasteners have success- 


Number of cases brought before 450 
the European Court of Justice 
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Studying at the bar 





fully appealed to the court when they felt 
Community governments were discrimi- 
nating against their products. Women 
take their grievances to the Luxembourg 
court when they feel that their rights to 
equal treatment under EEC rules are not 
respected. 

The workload of the 13 judges (one 
from each of the member-countries, plus 
one other) has grown steadily. The num- 
ber of cases coming before them has aver- 
aged 350 a year since 1983, more than 
double the rate of just over ten years ago | 
(see chart). The time taken to handle cases 
has also risen sharply. A judgment took 
nine months on average in 1975; that had 
doubled by 1985, and the average is now 
over 21 months. This is why the EEC's gov- 
ernments agreed last July to create a junior 
chamber, or Court of First Instance, to 
deal with lesser cases. 

The judges (whose new president is a 
Dane, Mr Ole Due) do not feel that the 
tilt towards caution has weakened their 
position. Only days before Lord MacKen- 
zie Stuart retired, the court upheld the 
right of the European Commission to 
take antitrust action against companies 
with headquarters outside the Commu- 
nity which break EEC rules. It also rejected 
France’s bid to stop the European Parlia- 
ment holding sessions in Brussels as well 
as its regular meeting place in Strasbourg. 
Commenting on a dispute (since settled) 
between Italy and Spain over the appoint- 
ment of a new judge, Lord MacKenzie 
Stuart said that governments were behav- 
ing like spoilt children. “Nationality ends 
at the court's doorstep,” he said. 
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Clo-er to the customer 








Take it, with the 
advantage of Mazda’s 
unique rear wheel 
control technology. 


It’s your turn. 


Whether it’s a hairpin turn, a 
winding turn, or for that matter, a 
high-speed lane change, the new 
Mazda 626 imparts a feeling of 
freedom and confidence. A feeling 
born of Mazda’s long search for the 
ultimate in rear wheel control 
technology. 

The ultimate; those are pretty 
strong words to use. But then, words 
like that have been used by 


automotive experts and drivers 
around the world to describe the 
Mazda 626 and the unique feeling its 
rear suspension delivers. 

What’s behind it all. 

The reason is that for quite 
some time now Mazda has been 
concentrating on developing rear sus- 
pension systems that actually help 
steer the car. It started with the 
award winning TTL suspension found 





on the 323 and the original 626. 
The search for the ultimate 

continued with the development of 

a 4-Wheel Steering system. What 


we learned in that search was applied 


t edevelopment of our award 
winning D'TS system for the RX-7 
and the E-Link suspension for the 
929. This continuous process of 
refinement has come full circle 
again to the new 626, and is applied 


to its TTL suspension. We've com- 
pletely recalculated its suspension 
geometry to deliver a feeling of 
control that's clearly superior and 
absolutely exhilarating. 

Keeping on our toes. 

It's Mazda's unique dedication 
to engineering the ultimate in rear 
wheel toe control and suspension 
technology that has resulted in such 
enjoyable driving in the Mazda 626. 


And in fact, in all Mazda vehicles. 
Take one out for yourself and 

see. And turn on to real driving 

pleasure. 

New Mazda 626 


Models and features shown may not be available in your 
area. Please consult your local Mazda dealer 
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Handling, performance and style. 


‘or a test drive with your nearest dealer, or for a brochure, call the Lotus Brochureline on 01 253 7073 (24 hours). 


Exclusive Lotus values available with 2 seats or 4 from around £20,000. Lotus Cars Limited, Hethel, Norwich, Norfolk. 





OTOR INDUSTRY 


Universal motors takes over 


ESTERN carmakers once proudly laid on 
tours of their production plants for Japanese 
industrialists. Japan then repaid the compliment. 
Visiting American and European motor executives 
returned ashen-faced. No wonder when just 25 
years ago Japan had a car industry barely a quarter 
the size of Britain’s; now it is seven times larger. In 
1980 Japanese car production overtook America’s 
for the first time and it will be ahead again this year. 
Today there are more Japanese companies assem- 
bling cars in Amerika — American ones. After 
the " (GM), Ford and 
Chrysle a is ‘che fourth largest pro- 
ducer of cars in Ametica. When new joint-venture 
car factories are set up in developing countries, it is 
the Japanese who invariably take the lead. 

Making cars is a complex, costly business and 
changes have traditionally been evolutionary. 
When it costs about $500m to design and develop a 
gearbox and equip a factory to produce it, manufac- 
turers stick with what they have got for as long as 
they can to maximise their return on investment. 
The failure to recognise what was happening in Ja- 
pan quickly enough forced western manufacturers 
to adopt revolutionary measures to remain competi- 
tive. They have copied and refined Japanese produc- 
tion techniques, like the just-in-time delivery of 
components, and invented a few tricks of their own. 
Meanwhile, the Japanese continue to make 
improvements. 

If it was ignorance about what was happening in 
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Japan that caused western manufacturers to fall be- 
hind, then it was their arrogance that allowed Japan 
to increase its lead. After all, what was there to fear 
from the embryonic car industry of an island coun- 
try, geographically isolated from the 
demand? But it was precisely those handicaps that 
made Japan's entry into the motor business so 
wholehearted, better than anyone else's and aimed 
straight ‘at other countries’ markets. Otherwise it 
would not have succeeded at all. 

American and European manufacturers are 
now trying to catch up. At international motor con- 
ferences everywhere it has become a ritual for the 
western industry s leaders to thunder on about their 
company s changing philosophies. The emphasis is 
always the same: matching the Japanese. Is it all too 
late? 

There are new opportunities to be exploited, as 
the car industry has changed significantly in recent 
years. The changes continue, and are speeding up: 
with falling trade barriers; advanced communica- 
tions which allow companies to run operations in 
one continent from another; more competition; 
and products which can be designed, manufactured 
or sold equally as well in Tokyo, Turin or Detroit. In 
a word, the industry is becoming global. 

Back in the mid-1960s most of the world's car 
production was centred in America and the big 
economies of Western Europe: West Germany, 
France, Britain and ltaly. Each nation's car industry 
essentially satisfied the needs of the local market- 


main centres of 











The world 5 
motor industry is 
changing rapidly 
and so, writes 
Arthur Way, are 
the companies 
that are going to 
survive im it 
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place, with only limited trade between the main pro- 
ducing countries. In West Germany, for instance, 
Daimler-Benz built sturdy, reliable Mercedes cars 
with diesel-engined versions much favoured by taxi 
drivers and German farmers. In Italy Fiat produced 
little run-abouts that could dodge through Rome's 
traffic jams. 

The American multinationals, GM, Ford and— 
to a lesser extent —Chrysler, all had manufacturing 
operations in Europe. These, too, were for the most 
part parochial and existed mainly to satisfy local 
markets. In the 1970s European car tastes began to 
merge and it became feasible to design, develop and 
produce a model in one country and sell it through- 
out Europe. British businessmen got a taste for driv- 
ing to work in a Mercedes. The baby Fiats proved 
just as easy to park in Paris. 

European consumers welcomed the broader 
choice offered by a multiplicity of brands. So a Eu- 
ropean car industry developed—or more, accu- 
rately, a European car market emerged, serviced by 
companies that were still recognisably British, 
French, German, Italian or Swedish. Japanese man- 
ufacturers, with their growing economies of scale 
and efficient production techniques, were well 
equipped to take advantage of this; indeed so well 
equipped that many European countries restricted 
Japanese imports. Italy was the toughest: under an 
x that began after the second world war, it 
allowed only 2,000 Japanese cars a year into the 
country. lronically, the agreement had been re- 
quested by Japan when it feared that it would be 
swamped by lots of imports of small Italian cars. 

In North America, already one big market, the 
Japanese benefited from the two oil shocks of 1973- 
14 and 1979-80. American manufacturers could not 
meet the sudden demand for fuel-efficient smaller 
cars of the type that were a Japanese speciality. 
When smaller American-made cars did appear, they 
were a disappointment. Many people complained 
they were simply big cars made small, while the im- 
ported Japanese ones were more snazzy, of better 
quality and value. 

Western carmakers have slashed their costs and 
improved quality in the race to match the Japanese. 
Thev are increasingly co-operating with each other, 
and with the Japanese, through a complex pattern 
of joint ventures and agreements covering the de- 
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sign, development, production and marketing of 
cars. Some unlikely alliances have been formed. 6M, 
the-largest car manufacturer in America, and 
Toyota, the biggest producer in Japan, have formed 


- à joint venture to produce cars in California called 


New United Motors Manufacturing. Britain's 
Rover Group builds cars designed jointly with 
Honda. West. Germany's Volkswagen and Ford 
have joined forces to manufacture cars in Brazil and 
Argentina. 


Towards the world car 


- The market-led globalisation of the motor industry 


is not complete, The final pieces will begin to fall in 
place in the 1990s. At the moment, the framework 
is still being established and the strategic moves be- 
ing made to determine who will be the winners and 
losers. Companies are staking out their global fu- 
tures. Japan's Nissan, for instance, now has manu- 
facturing plants in America and Europe. Ford's 
worldwide network includes a 2596 share in Mazda, 
a Japanese manufacturer, and a minority holding in 
Kia, à South Korean carmaker. Kia now makes 
small cars for Ford, which it imports into America 


sand sells through Ford dealers. GM also imports 


built-up cars from South Korea. 

These small, low-cost cars are precisely the type 
of product which a few years ago would have come 
frorn Japan. So the Japanese carmakers are moving 
upmarket as developing countries move in down- 
market. This is happening as the conventional 
methods of building and selling cars become less ap- 
propriate. Radical changes are taking place in the 
way that cars are designed, manufactured and dis- 
tributed, as companies try to:deliver exactly what 
their customers want. Car companies now need to 
produce lots of different models to target their mar- 
kets more precisely and launch new models more 
quickly to respond to changing trends. That is diffi- 
cult in factories weaned on the Henry Ford princi- 
ples of producing hundreds of thousands of identi- 
cal cars. 

Relations between car. manufacturers, their 
component suppliers and distributors are also 
changing. And environmental pressures mean cars 
have to become safer and cleaner. Concern over 
fuel economy may appear to have gone away with 
lower oil prices, but no manufacturer dare risk be- 
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also becoming more sophisticated, with the greater 
use of electronics and new materials, like reinforced 
plastics to replace steel. And consumers, with more 
choice, are no longer prepared to accept mediocre 
design or poor quality. 

At the same time as new factories open in 
America and Europe, overcapacity stalks the indus- 
try. Overcapacity is difficult to measure because it 
depends upon many variables—even the range of 
colours which a factory can produce cars in. Overca- 
pacity in America could be approaching 4m-5m cars 
a year in the first half of the 1990s. European over- 
capacity has been estimated at about 20%, but with 
sales booming it is not causing many worries. The 
mood could change rapidly. Most European manu- 
facturers operate double-shift working, but many 
may introduce a third shift for greater economies of 
scale. GM's car factory in Spain already has. If three 
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shifts become 
much greater. 

Companies with worldwide operations can 
achieve the highest return from economies of scale 
by taking advantage of their bases in different coun- 
tries. They can set up, for instance, design facilities 
in one country where there is the expertise, and 
manufacturing centres in other countries where la- 
bour rates are low. This can be done directly or 
through joint ventures. There will probably be 
room for only six big carmakers with operations 
spread across the world and offering a wide range of 
cars. As the global car industry takes shape, compa- 
nies in the three power blocks—Western Europe, 
North America and Japan—will try to be among 
that six. The car industries of each have their own 
characteristics, strengths and weaknesses—and 
they started from different positions on the grid. So 
far, Japan is ahead. 
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Hard drive from the East 


HERE can only be one Japan at a time. If car 

companies in France, Italy, Britain and West 
Germany could match Japanese manufacturers, 
they would meet nearly all of local demand and ex- 
port more than half of their production. That 
would mean the combined output of the four coun- 
tries would exceed 20m cars a year, instead of the 
10.5m they expect to build this year. The world 
would then be even more awash with cars than it 
already is. 

There are many reasons to explain the success 
of Japan's car industry. Japanese car companies con- 
sistently improve their productivity, largely with a 
continuing programme of factory automation. 
Workers are also dedicated to the improvement of 
their company (western manufacturers call this the 
Japanese work-ethic) and they pay fanatical atten- 
tion to product quality. Toyota workers have the 
authority to stop the production line to correct an 
assembly fault; in most western car factories the rule 
has been to keep the line running at all costs. 

Japanese producers have also refused to rest on 
their laurels. As western manufac- 
turers catch up, the Japanese move 
farther ahead and present a con- 
stantly moving target. One of the 
toughest things for the rest of the 
world's car industry to match is the 
ability of Japanese carmakers to re- 
spond quickly and effectively to 
changes in the marketplace. Never 
has this been more apparent than 
with the strengthening value of the 
yen. 

With exports accounting for 
more than half of Japanese car pro- 
duction, a rapidly appreciating cur- 
rency would seem to be a certain 
prescription for falling profits and 
lower output. In fact, Japanese car 
production has risen every year 
since 1984. Corporate profitability 
did take a bit of a hammering in 
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1986-87. Then big cost-reduction programmes were 
launched; internal procedures were streamlined; 
and the carmakers worked with their component 
suppliers to increase their productivity. 

The results of this rapid competitive adjustment 
are now showing in the latest financial results. 
Toyota's pre-tax profits jumped 3196 to Y521.7 bil- 
lion ($3.9 billion) in the year to June 1988, with sales 
up by 1196. This demonstrates another Japanese 
trait: the nerve to suffer short-term financial set- 
backs rather than risk losing market share. 


Moving production offshore 


The strong yen, though, had a deeper effect. For 
much of the past 25 years Japanese car companies 
have been reluctant multinationals, expanding sales 
abroad largely by building up production capacity 
in Japan and then mounting extensive export cam- 
paigns—in other words, keeping most of the action 
within Japan. That is changing: Japanese companies 
are now setting up in all the big overseas markets, 
particularly America. 

Moving production out of Ja- 
pan serves several purposes. It goes 
some way towards defusing the re- 
sentment felt in those countries 
where Japanese cars have grabbed 
big chunks of the market. In Amer- 
ica the government negotiated a 
"voluntary" export restraint which 
initially limited imports of Japanese 
cars to 1.8m a year. With the de- 
mand for cars in America increasing 
from 7.8m in 1982 to more than 
10m last year, Japan's share has now 
been lifted to 2.3m. 

Building more cars outside Ja- 
pan mitigates some of the effects of 
the strong yen, but it also keeps Jap- 
anese factories busy. Although the 
declared intention is for overseas as- 
sembly operations to use an increas- 
ing amount of locally produced 








| ] 
Joy tres 
eS Se FF 


Japanese cars are — 


now rolling off 
production lines in 
America and 
Europe. Where 
will they all be 
sold? 
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components, it is usual for a proportion of the parts 
to continue to be sourced from Japan. These are ex- 
ported in crates which contain what the industry 
calls *non-«countable knocked-down sets”. Provided 
the parts inside each crate are not worth more than 
6096 of the total value of all the parts in a finished 
car, they do not count as imports for quota pur- 
poses. With the increase in Japanese assembly oper- 
ations abroad, shipments of these sets from Japan 
have more than doubled in the past three years, 
amounting to just over 1.4m sets in 1987. 

Many of the parts are of high added-value, such 
as gearboxes or axles where a lot of work is required 
to turn a lump of steel into a component. The in- 
vestment required to build a transmission plant is 
huge, so the more each plant makes the greater the 
economies. Parts like gearboxes and axles are likely, 
in many cases, to continue to be exported from Ja- 
pan, rather than be sourced locally. 


Adding to overcapacity 

The conversion of Japanese companies to 
multinationalism is close to being complete. The lat- 
est Toyota annual report says: "We will continue to 
expand and strengthen our overseas manufacturing 
and procurement activities, enabling us to continue 
satisfying customers around the world while 
contributing to the economies of the countries in 
which we operate." The problem is that the Japa- 
nese are in danger of overdoing such good 
intentions. 























Japanese car producers, 1987 

Production Exports Domestic market 
Company '000s 96 of output share % 
Toyota 2,708 44.0 44.4 
Nissan 1,804 53.4 23.4 
Honda 1,022 67.5 10.3 
Mazda 853 73.9 6.1 
Mitsubishi 595 66.4 48 
Suzuki 297 77.4 19 
Fuji 267 715 2.1 
Isuzu 204 71.6 18 
Daihatsu 142 48.6 23 
Total 7,892 57.1 
Source: JAMA 






One more for the quota 


With so many Japanese production facilities be- 
ing set up in North America, the threat of overca- 
pacity hangs over the rest of the industry like a guil- 
lotine knife waiting to drop. Japanese cars built in 
America, together with imported models, currently 
account for about 25% of the American market. 
The Japanese assembly operations coming on 
stream will produce some 2.5m cars a year in Amer- 
ica by the early 1990s. So the implication is that if 
imports remain at similar levels, which is what Japan 
hopes, the Japanese market share could climb to 
some 40-45%. Last year America accounted for al- 
most half of Japan’s car exports; there is no obvious 
alternative outlet to soak up such a volume. 

Car ownership levels in Japan are modest 
enough, at around one car per four people—slightly 
lower than in Spain. Japanese manufacturers have 
made renewed sales efforts in their home market, 
but imports of cars into Japan are set to rise, from a 
low base, with more interest being taken in Japanese 
customers by the European producers of upmarket 
cars and with tax changes which discriminate less 
against larger cars. As Japan is a mountainous island 
already congested with traffic and with a busy pub- 
lic-transport system, car ownership is not expected 
to grow all that much, and certainly nowhere near 
to American levels, where there is one car for every 
1.7 people. 

Japan's traditional export markets are also un- 
der attack from developing countries' motor indus- 
tries, particularly South Korea's. These countries 
are producing an increasing number of the low- 
price cars which were the foundation of the Japa- 
nese industry's growth. The market for these vehi- 
cles is price-sensitive—buyers look for the best deal 
they can get, comparing prices rather than perfor- 
mance figures. 

Developing countries, with low labour-costs, 
are set to replace Japan as the leader in the low-price 
end of the market. Japan has only one way to go— 
upmarket. Japanese companies are developing more 
models aimed at profitable niches in the market. 
New Japanese cars will be more luxurious, more styl- 
ish, have fancier technology and they will be sold 
under different brand names. This strategy means 
the Japanese are moving four-square into the Euro- 
pean manufacturers' territory. 
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HE carmakers of Western Europe should be 

well placed to take advantage of the global car 
industry. The region is the biggest centre of de- 
mand, with sales of around 12.5m cars a year— 
ahead of the 1 1m or so sold in the United States and 
Canada, and streets ahead of Japan's annual 3.3m 
sales. Western Europe is also the biggest manufac- 
turing centre. Output in 1988 should match de- 
mand, at 12.5m, compared with the 8m cars built in 
North America and a similar number in Japan. 

Although supply and demand are roughly in 
balance, the number of cars imported into some Eu- 
ropean countries is high. Many of the imports are 
from one European country to another. In Britain, 
for instance, imported cars represent about 5596 of 
the market while about 1096 of the market is ac- 
counted for by imported Japanese cars. 

On average, Japan has 10-1196 of the West Eu- 
ropean market; a commendable achievement when 
a substantial part, including France, Italy and Spain 
(which together account for about 4096 of total 
sales), is virtually closed to Japanese producers and 
other countries have applied ceilings to Japanese im- 
ports. Japanese imports are largely balanced by ex- 
ports from European manufacturers to overseas 
countries, particularly North America. Many of the 
exports come from companies with respected brand 
names and a worldwide reputation for excellent en- 
gineering and quality, like Bmw, Daimler-Benz and 
Porsche in West Germany, Britain’s Jaguar and Swe- 
den’s Saab and Volvo. 

Despite a big market and valuable brand names, 
Western Europe’s motor industry is decidedly frag- 
mented. It is the inevitable consequence of individ- 
ual companies having developed within national 
boundaries, often under state-ownership. A lot of 
rationalisation has occurred in the past 20 years, but 
it has typically been on a national, rather than pan- 
European, scale. 

When France's Citroén ran into difficulty with 
big losses it was taken over in 1976 by another 
French carmaker, Peugeot. An attempt by Ford to 
acquire Italy's state-owned Alfa Romeo in 1987 was 
thwarted in favour of selling it to Fiat. Ford was also 
interested in buying Rover Group, the loss-making 
remnants of the British car industry consolidated 
under and once called British Leyland. With no 
other big British car manufacturer left, Rover was 
sold to British Aerospace. 


When governments pay 


Nationalism is rife because the car industry is a big 
part of the domestic economy of many countries. 
Governments have pursued policies aimed at en- 
couraging and, in some instances, preserving their 
motor manufacturers. They have bailed out na- 
tional companies which have fallen on hard times, 
and sometimes foreign ones, too. The British gov- 
ernment helped keep Chrysler’s manufacturing op- 
erations in Britain going in the 1970s. And Europe's 
governments have offered tantalising financial in- 
ducements to multinational companies in the hope 
that they will invest in projects within their borders. 
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Squeezing the Eurocar 


There has only to be a whiff of a new project for 
national interests to start falling over themselves in 
the scramble to obtain it. 

The multinationals have been welcomed in Eu- 
rope, but the welcome has been coupled with a 
strong desire to keep operations under local con- 
trol. This reduces the risk of retrenchment in diff- 
cult times. The history of the motor industry is lit- 
tered with examples of a company's foreign-based 
manufacturing operations closing down during a re- 
cession. In the 1970s even British Leyland withdrew 
from its continental manufacturing plants in Bel- 
gium, Spain and ltaly as the priority became one of 
preserving British jobs. 

Spain is the exception. It reckons the best inter- 
ests of the Spanish car industry are served by ensur- 
ing that its manufacturers are part of multination- 
als. As a result, the Spanish car industry will soon be 
controlled entirely by outside interests. Both Ford 
and GM have operations in Spain, and West Germa- 
ny's Volkswagen is now taking full control of Seat. 
Volkswagen's reasons for doing so illustrate an- 
other problem facing European manufacturers. 

Labour costs in the West German motor indus- 
try are about double the Spanish level. If Volks- 
wagen and other European manufacturers want to 
remain effective competitors in Europe's low-cost, 
small-car market, they either have to cut their man- 
ufacturing costs or they must retreat to the upper 
end of the market, as Rover Group is trying to do by 
putting badges that were once on MG sports cars 
onto some of their small cars and naming their big- 
ger cars with numbers—just like BMW. Volkswagen, 
however, can use Seat as the source of its small-car 
production and remain in the low-cost volume busi- 
ness. Its policy is, however, proving tricky. There 
are already rumblings at home about German jobs 
being put at risk. 

Such problems do not affect the American mul- 
tinationals, who owe no allegiance to a single Euro- 
pean nation and have therefore long been able to 
regard Europe as a single market. Ford, for instance, 
has organised its operations on a European-wide ba- 
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Western Europe is 
the world 5 biggest 
car market, but its 
manufacturers are 
too numerous and 
too small to take 
first place in the 
world league 
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Nationalism has resulted in Europe having six 
medium-sized manufacturers—Peugeot and Re- 
nault in France; Italy's Fiat; West Germany's Volks- 
wagen; and a pair of American multinationals, Ford 
and General Motors—instead of two huge ones, 
like GM and Ford in America and Toyota and 
Nissan in Japan. None of the Europeans is in the 
same multinational league as the American and Jap- 
anese giants. And at a time when even the third tier 
of Japanese car companies (like Suzuki and 
Daihatsu) are setting up factories in America, the 
European manufacturers are withdrawing from it. 
Volkswagen has closed its assembly plant in Amer- 
ica. Renault sold its holding in America Motors to 


Chrysler in 1987. 


Mergers flounder 


Two or more of the European manufacturers could 
link up. Chrysler's chairman, Mr Lee lacocca, reck- 
ons Renault and Peugeot should be one company 
and that a teaming of two or more of the West Ger- 
man companies, Volkswagen, Daimler-Benz, BMW 
and Porsche, would be formidable. But previous at- 
tempts at merging European motor interests have 
not been encouraging: discussions between Ford 
and Fiat failed over the thorny issue of whether final 
control would rest in Detroit or Turin. 

The Western European market is also tempting 
newcomers. In Asia there is no shortage of hopefuls, 
particularly South Korea, trying to duplicate the 
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modernisation programmes. Russia's Lada, for one, 
no longer relies on building old Fiats, but has new 
and reliable models to sell in the West to generate 
the hard currency needed to pay for the technology, 
€ from abroad, which went into developing 
them. 

Europe will also become a more attractive ex- 
port market for American producers—and for the 
Japanese assembly operations in America. Built by 
American labour and containing an increasing pro- 
portion of American components, it will not be easy 
for European countries, like Italy, to muster a strong 
argument against a flow of cars from across the At- 
lantic when it is exporting cars the other way. 

With the emergence of a single European mar- 
ket in 1992, the Japanese are also positioning them- 
selves for a deeper push into Europe from within. 
Nissan has opened a car plant on a greenfield site at 
Sunderland in Britain. It began producing Nissan 
Bluebirds in 1986 and last month the first left-hand 
drive model for export to other European countries 
rolled off the production line. By the early 1990s 
Nissan could become Britain's biggest exporter of 
cars. Other Japanese carmakers, including Toyota, 
Honda and Mitsubishi, are studying plans to set up 
operations within the EEC. This leaves the European 
market vulnerable to a second-wave attack from Jap- 
anese assembly operations in America and Europe. 
European car companies may soon feel as battered 
as American carmakers do now. 





In for major service 


HE mood of American carmakers has changed 
many times along with the type of car American 


model ranges. GM has a holding in Isuzu and Suzuki, 
Ford in Mazda, and Chrysler in Mitsubishi. 
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D wie hete get motorists like to drive. Traditionally, these have There is now a new twist in the relationship, as 
EANET ai Cras been large cars—the "gas-guzzlers"—with big, lazy Japanese carmakers set up shop in America’s back- 
their Japanese engines, lots of interior space and woolly suspension yard. Based on the known plans of Japanese compa- 
rivals set up shop and steering. The first oil crunch of 1973-74 put — nies, it is estimated that 1.6m "Japanese" cars will be 
| next door paid to much of that, with a sudden demand for ^ assembled in America next year. This will rise to 
smaller, fuel-efficient cars. Japanese importers cor^ between 2m and 2.5m in the early 1990s, adding to 
nered much of that market. existing overcapacity. 
In response, American producers began design- If the Japanese cars being built in America were 
ing and producing their own smaller cars, a process 
that became known as downsizing. The downsized Car producers in America 1987 
cars were not the hit they were supposed to be; Japa- ^ company Production* Sales Market share 
nese imports continued apace. Lower production ‘000s ‘000s % 
costs gave Japan the advantage, but the American’ General Motors 3460 3,556 348 
carmakers also suffered from bad timing; Americans Fond 153 ym ^ 
began to drift back to their old taste in big cars and, 
as the manufacturers followed, along came the sec- “SF 108 s 34 
ond oil crisis of 1979-80. Misery was compounded Honda 324 317 31 
by economic recession and an accompanying loss of NUMMIt M3 . 3 
demand, resulting in the American car manufactur- Nissan 117 120 12 
ers making huge losses. Volkswagen 67 61 0.6 
Their mood then shifted again, thistimeto one 7 
2 ; s . oyota 44 45 0.4 
of realism—or resignation—that Japanese and (to a 
lesser extent) European imports were there to stay. “#248 : : č 
The central issue became how to meet that compe- Total 7,082 7,083 69.3 
tition in cost, quality and new products. GM, Ford Imports 3,144 30.7 
and Chrysler quickly saw merit in co-operation. All Total sales 10,227 100 
have acquired equity stakes in Japanese companies Excludes Canadian operations JOM Tovola nt venture 
and used Japanese sources to enhance their own Source: MVMA 
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simply substitutes for imports, the threat would not 
be so serious—but they are not. The Japanese com- 
panies aim to maintain their current export levels to 
America and use the cars they build there as an ad- 
ditional source of supply. Some will be exported; 
shipments have already started to Taiwan and even 
to Japan. Europe seems to be the next obvious tar- 
get. But Japanese carmakers seem to be intent on 
establishing production lines in Europe, so many of 
the cars assembled in America are destined to be 
sold there. 

The result could mean even more cuts for 
American carmakers. Already GM has closed five car 
plants and Chrysler has carried out a big pro- 
gramme of rationalisation after its takeover of 
American Motors. If American companies are not 
going to be squeezed out of the business completely, 
or surrender their production to more joint ven- 
tures under Japanese management, what are they 
going to do? The threat according to Mr Roger 
Smith, the chairman of Gm, should not. be 
underestimated. 


Shaping up 

The race is on to cut costs, improve quality and pro- 
duce world-class cars capable of competing with the 
best from Europe and Japan. It is an ambitious and 
tough goal, but the American carmakers are trying 
hard. Since 1980 Ford has cut some $5 billion from 
its annual worldwide operating costs (much of it in 
North America) and is aiming to cut another $5 bil- 
lion by 1992. Ford's target is to become the lowest- 
cost producer in America. 

Ford has integrated its European facilities to 
avoid duplicating efforts in individual markets, and 
it is now attempting to carry out the same policy on 
a global basis. Ford intends to allocate the respon- 
sibility for specific models to its regional set-ups. 
The European operations, for instance, will be in 
charge of developing the mid-range cars that will be 
produced by Ford's worldwide manufacturing facili- 
ties in the 1990s. These "global" cars will then be 
modified according to taste in the local markets 
where they are to be manufactured or exported to. 


This, reckons Ford, will cut costs and shorten devel- 
opment times to get its products closer to what the 
customer wants. Ford is also putting more emphasis 
on design, with sleeker cars that break the Detroit 
tradition of building cars with radiator grilles. 

Equally as important to the managers of Ameri- 
can firms is the need to establish a new sense of part- 
nership with their workforces, similar to that which 
Japanese carmakers already enjoy. Relations be- 
tween employers and employees in the American 
car industry have not been good—one of the rea- 
sons that Japanese manufacturers prefer to employ 
new blood by setting up their overseas assembly op- 
erations on greenfield sites a long way from Detroit. 

The idea of getting the workforce behind the 
company is that it automatically makes production 
more efficient, with a better quality of work and the 
flexibility to respond to changing market condi- 
tions. Robots can remove some of the boring jobs, 
while organising employees into workgroups (a Jap- 
anese technique) makes what is left to be done more 
interesting. The reaction of the United Auto Work- 
ers (UAW) union has been predictable. It has fought 
a long battle against retrenchment in the American 
motor industry and the use of foreign sources for 
the supply of components—one of the manufactur- 
ers' vital weapons in reducing costs. 

The car manufacturers in their turn argue that 
"outsourcing" preserves jobs in American car 
plants. By using South-East Asian and Latin Ameri- 
can facilities, where labour rates are lower, the unit 
costs of items like engines, axles and wiring har- 
nesses are considerably cheaper than the equivalent 
products made in Michigan. The UAW does not see 
it like that: outsourcing, it reckons, is just another 
name for exporting jobs. 

Provided they can get their production costs 
down and inspire their workforces, American man- 
ufacturers will be in better shape to meet the new 
challenges than they were. But none of that will be 
of any use unless American companies can also 
come up with world-class products which consum- 
ers around the world actually want to buy. 
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Car-spotting the market 


Por expect many different things from cars. 
It may be image, style or price that first attracts a 
buyer, but it can be the size of the seats or the vol- 
ume of the stereo that decides the final choice. So at 
a time when there is more need than ever to build 
cars which stand apart from their rivals, it is one of 
the car industry's ironies that the manufacturers’ 
computer-aided design facilities keep coming up 
with the same optimum styling solutions. The re- 
semblance of the latest Volkswagen Passat to Ford's 
Sierra is one striking example. 

Most cars fall into three main categories. In the 
middle is the mass-market mid-range, which in- 
cludes a wide variety of models from lower-medium 
to upper-medium sized cars and which is at the cen- 
tre of the battles between the big volume producers. 

Another group consists of "entry-level" mod- 
els, which covers small and cheap cars often fa- 
voured by first-time buyers and frequently used as a 
second car. The third group are specialist models, 
such as executive and luxury cars. The specialist sec- 
tor also includes an increasing number of vehicles 
targeted at niche markets, like four-wheel-drives or 
"people-carriers"—van-type vehicles for big fam- 
ilies. It is at the top and bottom end of the market 
where the most rapid changes to the industry are 
now taking place. 

Beaten by high production costs and the need 
to revamp their mid-range models comprehensively, 
American manufacturers have effectively stopped 
making entry-level cars. To continue selling cars in 
that part of the market they now rely on imports of 
built-up cars or vehicles produced in joint ventures 
with their overseas affiliates. Models like the Chev- 
rolet Spectrum, Pontiac Le Mans and the Ford 
Festiva are sold by American companies through 
their dealer networks, but all are imported. If entry- 
level cars are made in America, they typically come 
from a joint venture—such as the one between 
Chrysler and Mitsubishi, called Diamond Star Mo- 
tors, in Illinois. 

American manufacturers have stopped making 
entry-level cars because the amount of labour re- 
quired to build a small car, compared with its retail 


Early days in Japan and South Korea - the ir 
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price, is proportionately greater than the amount of 


labour required to build medium-sized and large 
cars. Countries with low labour rates, and joint ven- 
tures set up on greenfield sites under Japanese man- 
agement and with Japanese working practices, have 
the advantage. The same is now true in Europe. 
Northern European carmakers are finding it pro- 
gressively difficult to stay in the entry-level marker, 
so production is starting to migrate to southern Eu- 
rope where labour costs are lower. This is why 
Volkswagen will build its small cars in Spain, which 
together with Italy is developing as the small-car 
production centre for Western Europe. 

Elsewhere in Europe, particularly in West Ger- 
many and Sweden, manufacturers are concentrat- 
ing on upmarket, high-technology cars which have a 
lot of added-value. In theory, as manufacturing be- 
comes more automated, production of small cars 
could move back to Detroit or Wolfsburg, but it is 
unlikely. It would make little sense to re-locate from 
low-cost to high-cost areas when the prices of the 
vehicles will always remain low, regardless of the 
level of automation. 


Japan changes up 

Just as the Americans have moved out of the entry- 
level business and European manufacturers have 
followed, so will Japan. In part, Japan has been de- 
feated by the high value of the yen. But other coun- 
tries are moving into the business. South Korea, for 
instance, is growing up in the motor business faster 
than Japan did, with production rising from 57,000 
cars in 1980 to nearly 800,000 last year. Soon, 
South Korea will overtake Britain as a car manufac- 
turing nation. 

Developing countries have to export a lot of 
cars, at least initially, in order to pay for the technol- 
ogy they have imported to get into the business. 
There are also plenty of countries about to follow 
South Korea, including Taiwan, Malaysia and In- 
dia. India is modernising its industry with a lot of 
Japanese support, particularly from Suzuki. 

In Eastern Europe much the same is happening, 
with car plants being modernised with assistance 
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The top and 
bottom ends of the 
car market are 
racing apart, 
stretching the 
ability of 
manufacturers 
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Carmakers and 
their component 
suppliers are 
having to spread 
their risks and costs 
with team-work 





from western and Japanese companies like Fiat and 
Daihatsu. The eastern-block countries do not aim 
to export in volume to their communist neighbours, 
who may not be able to afford the cars and in any 
event may be planning to update their own domes- 
tic motor industries. So Western Europe and North 
America are targeted as export markets. 


Heart-throb motors 


At the top end of the business—the specialist sec- 
tor—the premium is on brand names. Companies 
like BMW, Daimler-Benz, Jaguar, Porsche, Saab and 
Volvo have all built up enviable reputations. They 
are also all European. American and Japanese mass 
manufacturers suffer, however good their products, 
from an image problem. With the Japanese now 
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moving full tilt to take on the Europeans in the spe- 
cialist ranges, the Japanese carmakers are trying to 
revamp their image with the oldest public-relations 
trick in the book—changing their names. 

Honda began with its Acura brand, aimed espe- 
cially at rivalling European models in the American 
market. So far, it appears to have been a big success. 
By the end of this year there will be some 300 Acura 
dealers in America, operating completely separately 
from Honda dealers. The number of dealers is 
scheduled to rise by the end of 1992 to 600, as 
Honda's American assembly plants line up to be- 
come the Japanese company's main centre of Acura 
output. Acuras will also be exported. 

Other Japanese companies are coming up with 
new names in the drive upmarket. Toyota has estab- 
lished the Lexus brand; Nissan has its Infiniti. Both 
brands are scheduled to appear in 1989-90. Infiniti 
is on course for an American launch next autumn 
with a car to rival the Mercedes-Benz 300 series. It 
will feature lots of standard fancy equipment, in- 
cluding anti-lock braking, four-wheel steering and a 
4-litre, v8 engine. The upmarket Japanese cars will 
be also be sold with lots of back-up, like free loan- 
cars during services. 

The new Japanese brands serve notice on the 
specialist European manufacturers that their ex- 
ports to the American market will soon be under 
attack, and eventually their home markets too. In 
the car industry it takes a long time to gain a reputa- 
tion, but the European manufacturers cannot af- 
ford to rest on theirs. Reducing costs, superior prod- 
uct development and more customer back-up will 
be crucial in the coming battle. Not all the classy 
European marques will survive intact. 

Some truly specialist, classic European names 
have already been gobbled up by American compa- 
nies. In Britain Ford now owns Aston Martin, and 
GM owns Lotus. In Italy Chrysler has bought 
Lamborghini and taken a stake in Maserati. These 
companies are, however, low-volume producers of 
extremely expensive motor cars. The danger is that 
the value of the brands will be diluted if the new 
owners use the famous badges on more mass-pro- 
duced cars. So America and Japanese companies 
may be tempted to try to buy other, bigger-volume 
European upmarket brands, like Jaguar, Porsche or 
even BMW. If the companies cannot be bought, then 
there is always the possibility of partnerships and 
joint ventures. 





Helping each other along 


N THE search for economies of scale, carmakers 

are having to rely more and more on each other 
and their component suppliers. Co-operation, 
through joint ventures or close working relations, is 
a growing feature of the global motor industry. Not 
only is it a way for the giants in the business to con- 
tinue driving down their costs, it is also a means of 
survival. 

A typical example of a joint venture in the in- 
dustry is the deal between two rival French carmak- 
ers, Peugeot and Renault, and a third manufacturer, 
Sweden’s Volvo. This is to produce jointly six-cylin- 
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der engines for all three manufacturers’ large cars, a 
much cheaper alternative than each company de- 
signing its own engine and then setting up three en- 
gine plants to build them. More companies are fol- 
lowing suit, not only in joint ventures but also as 
suppliers to each other. Renault, for instance, sup- 
plies engines for cars produced by Volvo in Hol- 
land. With an output of just 125,000 vehicles a year 
at its Dutch plant, Volvo could not justify produc- 
ing an engine of its own. 

Joint ventures are also a cheaper way to enter 
profitable market niches. In September Ford and 
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international arena, But will the 





eeeee 
| HB 
e e 669 
e 6000 
E HE 
| 9 .* esses 
| ee 066006. 
d $9090% 
i. 0500000 
eee $9009 
Ht Ht 
ee 200000 
ii HE 
eee 0900900 
iE HE 
9000: 60S 
rts ee — 
e e 
e eee oo 
g ; m 
i ceo 
oe 


M Price: £175 UK & Europe; USS345 


| main factors expected to influence the Japan's motor manufacturers and 


TheEconomist 


. Registered Office: 25 St James's Street, London SWIA HG. Registered in London mm-t — . 


Che Economist 
Intelligence Unit's 






EUROPE'S MOTOR 
INDUSTRY: 1992 and Beyond 
The completion. of the EC internal 
market in 1992 provides vehicle 
manufacturers with an opportunity to 
restructure their operations and to 
become more competitive in the 
























































chance be seized? This report analyses ^ 
the EC's internal market proposals. 7. 
and their likely effects on the motor X, 
industry, and looks at how competition o> 
from overseas will help to shape the 
market. 
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THE WORLD CAR 
INDUSTRY TO 2000 


Total world sales of passenger cars are 
forecast to increase by 48.5 per cent to 
46,533,000 units, between 1985 and 
2000. Strong growth in production 

is foreseen in Eastern Europe and in 
newly industrialised countries such as 
South Korea, Taiwan, Brazil and Mexico. 
This report offers detailed forecasts of 
global car demand and production i 
trends to 2000 assessing emergent as 

well as established markets. 
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Preparing for the 19905 JAPAN'S MOTOR INDUSTR 
The significant recovery of the West En Route to 2000 
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brought renewed prosperity to the motor industry. International 
truck industry. With no. immediate operations are berg integrated into a 
prospect of any recovery of exports to rationalised global production/supply 
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Nissan joined forces in a $1 billion joint venture to 
develop a multi-purpose mini-van—one of the so- 
called "people-carriers"—for the American market. 
These specialist market niches are increasing in im- 
portance and so will the number of one-off arrange- 
ments, like that between Ford and Nissan, to take 
advantage of them. 

Some joint ventures are more far-reaching. The 
link between the Rover Group and Honda, for in- 
stance, involves the British company producing a 
mid-range car under licence from the Japanese one. 
Rover benefited from a quick and convenient 
method of filling a gap in its product range, without 
the cost of developing its own model. Honda gained 
royalties and an additional outlet in a market lim- 
ited by import quotas. Subsequently, the two com- 
panies have collaborated to produce a completely 
new executive car. Rover have used this car to re- 
enter the American market. 

None of the big producers in Japan, America 
and Western Europe has dared to adopt a position 
of splendid isolation, although a few of the smaller 
specialist marques, like Porsche, BMW, and Jaguar, 
have kept themselves to themselves. Some compa- 
nies reckon they need to protect the exclusive na- 
ture of their brand from being compromised and 
confused with others through joint ventures and 
partnerships. How long that can continue remains 





Working for the Japanese 





to be seen. It can last only as long as the cost penal- 
ties of havinga limited production run can be recov- 
ered through premium prices. The danger is that 
mass-market manufacturers may succeed in having 
their upmarket products perceived by consumers as 
being in the same league as the specialists’, but offer- 
ing better value. 

Companies with global operations are best 
placed to use joint ventures and partnerships to the 
full throughout far-flung parts of the group. The 
really big partnership which the industry is waiting 
for, however, is a local agreement between two or 
three of the big European carmakers to join forces 
in engine or transmission production. Rival cars us- 
ing the same engine will be made to appear different 
by body-styling and interior fittings, but under the 
bonnet they will be much the same and cheaper to 
produce. Many other components, too, will become 
common to different cars. 


The nuts and bolts 


Components and materials represent the biggest 
part of the ex-factory cost of a car, often as much as 
50-6096. This compares with about 2096 for direct 
labour costs and the remainder for other overheads. 
The whole process of manufacturing or buying in 
components is undergoing a fundamental change. 
Old loyalties between carmakers and component 
suppliers are breaking down; no longer is it the case 
that national sources, because of their proximity, 
are favoured over foreign ones. 

Many carmakers have their own component 
suppliers, and some of them are now being sold. 
Chrysler tried to sell its component manufacturer, 
Acustar, but met fierce union resistance. Where ex- 
tensive in-house facilities are still in existence, as at 
Fiat, they are often forced to compete with outside 
suppliers. The idea is that it is simply not possible 
for a manufacturer's in-house supplier to remain at 
the forefront of all technological development. So 
several world-class component companies are 
emerging with expertise in certain areas, like West 
Germany's Bosch in electronics and Britain's GKN 
and America’s Eaton in transmissions. These com- 
panies, like the carmakers, are gearing up to operate 
on a global scale. The components business may 
come to be dominated by 50 companies with the 
specialist knowledge and resources to satisfy the 
ever-demanding needs of the car manufacturers. 

As components get more sophisticated, re- 
search and development costs rise. It is becoming 
increasingly difficult for carmakers to recover their 
R&D costs without bigger production runs. Big com- 
ponent companies can afford the R&D and recover 
the costs by selling their products to more than one 
manufacturer—one reason that carmakers do not 
want to own component companies. 

In the past, component companies used to 
quote for business against drawings of parts sup- 
plied by the car producer. Today it is more common 
for the carmaker to set broad standards and for the 
supplier to do the design and development work. 
Component companies are also taking responsibil- 
ity for complete systems within a car, rather than 
the individual bits and pieces. This is leading to 
component companies teaming up. One example: 
West Germany's Siemens is getting together with 
GKN to provide the electronic controls on sophisti- 


THE ECONOMIST OCTOBER 15 1988 








celi akas 72>" TN 
Such parts, or “modules”, arrive at a car assem- 


bly plant tested and ready to be fitted. In effect, this 


means the carmakers are now getting component 
suppliers to do some of their work for them. This 
has many advantages: labour costs in component 
factories are generally lower than those in car fac- 
tories; it reduces the space needed for stock; proce- 
dures are simplifed because fewer parts are involved; 
and (of crucial significance) bigger, pre-assembled 
units are easier for robots to handle than a box con- 
taining hundreds of little parts. 

The greater dependence on component suppli 
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Component companies are now getting involved in 


new products from their conception. What do the 


component companies get in return for their extra. 


efforts? A bigger, and perhaps exclusive, share of a 
carmaker's business, and longer-term contracts. 
This shift in the business is known as single 
sourcing. Throughout the industry, carmakers are 
reducing their number of component suppliers, of- 
ten by half. As cars, and the bits that go into them, 
get more sophisticated carmakers and component 
companies are also helping each other out with new 
technology. 





The road ahead 


ECHNOLOGY is the key to success in tomor- 

row's car industry. It is the principal means of 
securing a competitive advantage in the global mar- 
ket, either as a volume manufacturer or as a special- 
ist producer. It is also crucial in joint ventures, part- 
nerships and in the supply of components. Car 
drivers will benefit from technology too. 

Open the bonnet of any modern car and the 
importance of technology is obvious among all the 
wires, tubes and black boxes. Technology can be 
used not only to make engines run better, but also 
to make cars more desirable. Customers may want 
more comfort, better drivability, greater durability, 
surer safety and lower running costs. Technology 
can deliver all of that. 

Compared with ten years ago, the latest models 
are already noticeably different. Styling has given 
cars a rounded look with a greater understanding of 
aerodynamics; new materials, like lightweight alloys 
(and increasingly plastics, composites and ceramics), 
are being used to reduce weight, improve fuel econ- 
omy and make cars perform better and last longer. 

By the mid-1990s cars will be light years ahead 
of those on the road today. Commonplace features 
will include: anti-lock braking; anti- 
slip traction (which prevents wheels 
spinning on slippery roads); active 
suspension (where computers con- 
trol the way a car leans when it goes 
around a corner); six-speed gear- 
boxes; four-wheel steering and con- 
tinuously variable transmissions (a 
new type of automatic gearbox 
which constantly provides the opti- 
mum gear ratio). Nearly all of these 
developments rely on fancy 
electronics. 

Virtually every part of the car of 
the future will be affected one way 
or another by developments in elec- 
tronics and computers. GM has esti- 
mated that the average value of elec- 
tronics in a car will grow from about 
$500 at present to more than $1,200 
by 1995. A lot of research is also be- 
ing carried out to put even more 
electronic gadgets into cars: for in- 
stance, driver information systems 
which communicate with traffic 
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Thank God for robots 


control centres to relay the latest information on all 
the traffic jams. 

The effect of technology inside the car factory is 
just as marked. Go down any modern car-assembly 
line and the first impression is that nobody is there. 
Robots have been carrying out simple, basic and re- 
petitive tasks for a long time, but now they are han- 
dling more complex jobs. The car industry is mov- 
ing slowly, but surely, towards assembly without 
people—at least for mass-produced vehicles. 


The robotic recovery 


At Fiat's Cassino plant in Italy, a new model called 
the Tipo has gone into production with automated 
manufacturing knocking some three hours off the 
time it takes to make each car. Fiat's recovery during 
the 1980s has had much to do with installing auto- 
mation. At Cassino, robots assemble complete sus- 
pension systems and fit dashboards, front and rear 
screens, seats, bumpers and wheels. They also check 
dimensions and test components. About half the as- 
sembly work on the car is automated, compared 
with an average in the motor industry of between 
2096 and 3096. Many of the parts which the robots 
handle arrive pre-assembled from 
component suppliers and from sat- 
ellite work-stations, fully tested and 
just-in-time. 

For the people who remain em- 
ployed in the production process, 
the object is to make working condi- 
tions as agreeable and fulfilling as 
possible. At Volvo’s new factory in 
Uddevalla, Sweden, the conven- 
tional moving production line has 
been replaced by work-stations 
where cars are assembled while sta- 
tionary. The intention is to 
standardise on this production 
method throughout Volvo's Swed- 
ish factories. Greater job satisfac- 
tion, argue the Swedes, comes from 
giving employees more responsibil- 
ity and more complex tasks to 
perform. 

The use of technology in car 
manufacturing begins with com- 
puter-aided design and engineering. 
Computers reduce the time it takes 
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As cars get more 
sophisticated, so 
will the factories 


that produce them 
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The way cars are 
sold offers the last 
big opportunity to 

cut costs and 


deliver what the 


customer wants 
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between thinking of an idea and putting it into pro- 
duction. Images on a computer screen can be al- 
tered more rapidly than drawings; tested in simula- 
tion programs; quickly authorised and checked by 
other departments; and then turned into data to 
program the machines that will build them. Al- 
ready, design projects which took three years to 
complete are now taking two. 

Companies unable to stay near the front of the 
technological race may perish. Technology does not 
come cheap, nor easily, which is tough for middle- 
ranking carmakers like the Rover Group and Saab. 
They will come under increasing pressure from 
larger companies which have more cash to invest in 
new manufacturing and product technology and 
bigger economies of scale to recover the investment. 
Alfa Romeo was one that found itself squeezed be- 
tween the need to spend heavily and its limited pro- 
duction run of a range of cars. Hence the Fiat 
takeover. 

There is, however, no guarantee that unlimited 
budgets are the answer to the successful use of tech- 
nology. Throwing lots of robots at a problem can 
result in automating an already inefficient produc- 


tion process, so factories have to be carefully tuned 
towards the future. GM has spent hundreds of mil- 
lions of dollars on automation and technology, in- 
cluding building a new futuristic production plant, 
called Saturn, and in acquiring Electronic Data Sys- 
tems, a computer and automation’ subsidiary, to 
oversee modernisation programmes. The benefits of 
both have yet to be proved. 

Properly directed, technology may ensure that 
car companies around today will be making cars to- 
morrow, even some of the smaller ones— provided 
they have enough bright ideas. Product and manu- 
facturing technology is central to every manufactur- 
er's survival strategy. Without it, the low costs and 
quality needed to compete in the global market and 
provide customers with what they want are not 
achievable. Fortunately, lower costs and better qual- 
ity go hand-in-hand. When products are built bet- 
ter, less material and fewer components are wasted. 
Less time is then spent putting mistakes right and 
savings can be made in inventory and in man-hours. 
The bonus is greater customer satisfaction. It is 
where the customer buys the product that technol- 
ogy and cost-cutting will go next. 





Dealing in the future 


BOUT 3096 of the pre-tax price of a car is ac- 
counted for by marketing and distribution. 
This includes delivery from factory to dealer, stock- 
holding charges, advertising, promotions and the 
dealer's profit margin. With so much effort going 
into cutting costs in the design, development and 
manufacturing of cars, distribution represents the 
last frontier for reducing costs on a grand scale. 
The first carmaker to achieve a significant sav- 
ing in distribution will win a commanding competi- 
tive advantage. Its rivals will then have to follow 
suit. At first sight it seems extraordinary that a de- 
termined attack on distribution costs has not been 


made before now. Making changes, however, is not 
easy because of the built-in conservatism of the 
present arrangements. 

The dealer’s profit margin, typically 17-18%, is 
a sensitive issue. Trimming it to 10-12% does not 
seem an unrealistic target, but many dealers argue 
that their margins are already under pressure as a 
result of discounts given to, and frequently de- 
manded by, customers. The big buyers of fleets of 
cars, like companies and car-hire firms, also negoti- 
ate substantial discounts for bulk purchases. 

The big fleet-sales point to a weakness in the 
system: why do dealers need to get involved in fleet 
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Old-style hype 


orders? It would be to the advantage of carmakers to 
deal directly with the big-fleet customers (which 
they do already) and cut out the dealers altogether 
(which they usually do not). Carmakers, though, are 
anxious not to upset their dealer networks—for the 
moment: eventually, the potential for cost savings 
will bring about a change in the system. 

The first step involves technology: developing a 
comprehensive computer-based information system 
which is readily accessible at all stages of manufac- 
turing and distribution. Without this, it will not be 
feasible to distribute cars to dealers on a just-in-time 
basis. The car producer is at the centre of a chain— 
between the component suppliers and the cus- 
tomer. The objective is to ensure that components 
move through the assembly process and into the 
hands of the customer as quickly as possible. 

It is probably unrealistic to expect the industry 
to reach a position where all cars are built almost 
instantly to a customer's precise specification. But 
there is a lot of ground to be made up, for the indus- 
try is still at the stage when customers can be told 
they may have to wait for six months to get a par- 
ticular colour. With different versions, accessories 
and levels of trim, several hundred possible com- 
binations are available on some models. Computer- 
ised information systems provide the scope for in- 
stant links between dealers, manufacturers and 
component suppliers by getting closer to the de- 
mands of the customer. 

Flexible manufacturing systems should then be 
capable of building what is needed, when it is 
needed—much like the just-in-time sourcing of 
components to assembly lines. It would mean that 
when a customer orders a car the details are fed into 
a dealer's computer, which links with the manufac- 
turer's computer and schedules the vehicle through 
the assembly and component-supply process, so 
that the finished car is delivered to the customer in 
two or three weeks. The typical lead time in the 
West is currently more like three months, with 
faster deliveries coming from vehicles built for (and 
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held expensively) in stock. 

In Japan the lead time has al- 
ready been cut to about three weeks 
for a car to be delivered in the do- 
mestic market. The intention is to 
reduce that to a few days. Once the 
assembly of a car begins, it is over in 
two or three days, so speeding up 
the pre- and post-production stages 
will get carmakers closer to their 
markets. 


Putting it back together 


Carmakers have also needed their 
dealers for their sales and after-sales 
services, like pre-delivery checks to 
put right what the factory has built 
badly. The car, however, is changing 
into a different and more robust ma- 
chine than the models built a de- 
cade or so ago. With every aspect of 
assembly being concentrated on 
quality, there should be nothing 
wrong with a car when it is deliv- 
ered. Similarly, service intervals are 
being extended. 

In the future, most of the parts in a car that 
need regular servicing will be checked constantly by 
onboard monitoring systems, which inform the 
driver when something needs looking at. Indeed, 
regular servicing could become a thing of the past 
and what business remains may end up in the hands 
of specialist "fast-fit" repairers. Motorists would 
simply drive in to get the job done straight away— 
much as tyres and exhausts are now replaced. Ford 
has already announced its intention to join the fast- 
fit business. 

The logistics of sales and servicing are incom- 
patible. Sales need to be concentrated where the 
most potential customers are; for service centres, ac- 
cessibility is vital. The two requirements have been 
drifting apart for some time. Often a big car-show- 
room is found near a city centre and the service de- 
partment on the outskirts of town. In Japan, where 
there is a premium on space, some cars are sold 
through mail-order and door-to-door. In America 
car showrooms have been installed in shopping 


New-style panache 
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So, what will be different? 


malls, although their success has been mixed. 

Carmakers are also wary of their dealers becom- 
ing too powerful, as car retailing becomes concen- 
trated within big groups which control many outlets 
and, in some cases, handle different franchises. This 
is particularly so in Britain, where some of the 
groups have ambitions to expand overseas, espe- 
cially in America. Lex Service, one of the big British 
car-distributor groups, has acquired a holding in an 
American company, Campbell Automotive, as a 
first step towards that. 


Supermarkets for cars 


America is the home of the mega-dealer who sells 
several brands of car at one location. More dealer- 
ships may develop like this because it is more conve- 
nient for the customer. At the moment, buying a 
car can mean a long trawl around town visiting 
many different showrooms to see each manufactur- 
er's offerings. The mega-dealer brings together dif- 
ferent brands, but at the moment it is rare to find a 
wide, representative range at a single location. An- 
other way that dealerships may develop is with 





showrooms that specialise in certain types of ve- 
hicle—estate cars and sports cars, for instance. 

However car retailing develops in the future, its 
aim will be to win customers and then keep them. 
That does not mean simply selling a piece of ma- 
chinery. The car is the most glamorous of consumer 
durables. Like clothes, a car is worn and makes a 
statement about its owner. So style has to be sold, 
along with a way of life suggested by the car, Quali- 
ties like comfort, reliability, durability, servicing and 
a good trade-in value are also important. The em- 
phasis for many customers may then shift onto the 
cost and convenience of ownership, rather than the 
initial price. 

With overcapacity and global markets, meticu- 
lous attention has to be paid to what the customer 
wants and desires, or the customer will buy his car 
elsewhere. As Mr Harold Poling, chief operating of- 
ficer of Ford, puts it: "If a car company is not con- 
sumer-driven then its products won't be either." 

The winners in the 1990s will be the carmakers 
which combine the best of technology with the most 
efficient manufacturing. They will also have to pro- 
duce cars which have individual style and panache. 
But it is not easy to make products with a high de- 
gree of differentiation, especially when computers 
keep arriving at the same optimum design solutions. 

So, moving closer to the customer is essential 
for carmakers in the future, but again the Japanese 
are in the lead. They are already setting up indepen- 
dent car-design studios and R&D centres in big mar- 
kets, which operate as "listening posts" to pick up 
on the latest trends and ideas. Nissan, for one, has 
such facilities in California and Britain. 

Western car companies reckon they will know 
when, and if, they are on the way to regaining the 
upper hand in the industry because Japanese motor 
executives will once again start visiting their fac- 
tories, to see how things are done. The Japanese are 
certainly returning to America and Europe, but this 
time they are bringing their factories with them. 
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When your corporate objectives need 
a solid financial foundation, come to 
WestLB. We can build a constructive 
package to meet your individual 
needs. Credit, bonds or a combination 
of both, at fixed or floating rates, in 


rvice of industry worldwide. 








DM or other Euro-currencies, swap 
facilities — all are an everyday part of 
our professional framework. 

So why not test the strength and 
flexibility of WestLB, one of Beijing, Hong Kong, London, Luxembourg 
Germany's largest financial institutions. Rio de Janeiro, Tokyo, Toronto Zurich - 
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Breaking the barriers of time and “eternal” laws, 
making possible what hasn't been possible before - 
thats the basic urge that spurs human progress. 
Little wonder, we at MTU hold that urge in high 
esteem. It's evident in all our latest achievements, 
for instance our highly advanced techniques of 





nondestructive testing. Ultrasonic testing, eddy 
current testing and sound emission analysis allow 
breaking technical barriers without breaking any 
components. And that's not all. MTU - one of the 
leading companies worldwide in the field of power 


and propulsion. Our permanent objective is the deve- 
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lopment of ever new, more powerful engines that are 

not only safer and more cost effective but which also 

have a longer life-expectancy and distinct benefits for 

the environment 

MTU Motoren- und Turbinen-Union Gesellschaften 

München und Friedrichshafer l, Germany Motivation and Innovation. 








The worlds airlines asked us to builda 
long-range, wide-body airliner that will be both 
a passenget-pleaser and a ofit-maker. 
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6 McDonnell Douglas Corporation 
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In 1990, when the MD-11 goes into service, it will offer 
unrivalled comfort for its passengers 
It will offer airlines unheard-of flexibility with the 
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ability to reconfigure the interior overnight, including seats, 
galleys, even lavatories. Airlines will be able to change from three- : 
class to two-class, even one-class configuration in a matter of hours. 


Seventeen customers have placed orders and options or 
reserved positions for 108 all-passenger, all-freight and combination MD-IIs 
We are committed to delivering to airlines around the world the highest quality 
people-pleasers ever built. 





MCDONNELL DOUGLAS L 





res 


BRITAIN 








Trying to look green and pleasant 





Brighton s solid citizens 


AVING (more or less) sorted out the 

economy, the Conservative party has 
turned its attention to social affairs. The 
themes of this year’s party conference at 
Brighton were grandiose ones: greenery, citi- 
zenship and community. Turning those into 
ote-winning and radical policies will be the 
overnment's preoccupation for the rest of 
its chird term. 

It is proving a difficult job. Back in 
Brighton for the first time since the IRA tried 
to blow up the cabinet four years ago, many 
at the conference wanted to do little but cel- 
ebrate their power and offer ritual adoration 
to Mrs Margaret Thatcher. The party con- 
gratulated itself warmly on the fresh divi- 
sions in the ranks of its enemies. Speakers 
made lots of corny jokes about Mr Ron 
Todd and Mr Neil Kinnock. But without an 
opposition to fear, the conference fre- 
quently degenerated into a rehearsal of the 
past year's achievements by ministers who, 
to the television audience back home, must 
have been remarkable for their grey similar- 
ity to the directors of a stolidly successful 
conglomerate. 

Having wrestled for more than nine 
years to get the state out of the economy, the 
Tories now find that getting the state out of 
social policy will be harder. For this, there 
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are two reasons. First, after all those years of 
public prudence and economic growth, Brit- 
ain has a budget surplus approaching £10 
billion. Some of the Conservatives in Brigh- 
ton wanted their leaders to start spending it. 
And second, lots of Tories do not trust their 
fellow citizens to behave in a responsible, 
Conservative way. 

There are, of course, plenty of areas 
where Conservatives are still rolling back 
the state. The announcement by Mr Cecil 
Parkinson, the energy secretary, that he in- 
tended to privatise British Coal in the next 
parliament was loudly cheered. But whether 
debating transport or inner cities or health 
or defence, the faithful on the conference 
floor remarkably often called for more pub- 
lic money to be spent. 

The let's-spend-the-loot brigade was led 
by Mr Michael Heseltine, exiled darling of 
the party. At a fringe meeting round the cor- 
ner from the main conference hall, he ar- 
gued that, on present policies, the govern- 
ment would amass an inexorably increasing 
surplus. It had a duty to ensure that prosper- 
ity was widely spread. Inside the hall, Mr 
Heseltine's former colleagues were spread- 
ing away like fury. Mr Paul Channon, the 


transport secretary, announced a slew of 


projects, from £750m of new investment on 


Sunday 
thoughtful speech, announcing new policies 
- for punishment outside prison and an ex- 


London's railways to the pilot phase of a 
trolley-bus project in Bradford. Mr Douglas 
Hurd, the home secretary, boasted of how 
much he spent on the police. 

Not surprisingly, one of the busiest men 


'at Brighton was Mr John Major, the chief 


secretary to the Treasury. He is in the final 
throes of deciding public-spending levels for 
next year. He made no speeches, but all 
week he was to be seen summoning his col- 
leagues to his hotel room for a bit of friendly 
persuasion. Mr Nigel Lawson, the chancel- 


lor of the exchequer, warned the conference —— 


that his counter-inflation policy meant that 
interest rates would "have to stay high for 


- quite a while". But Mr Lawson promisedthe 


faithful that he would not reverse this 
spring's tax cuts. 


Liberty or morality 

Not for the first time, Tories were divided 
between those who wanted nanny state to 
make citizens behave, and those who 
thought citizens knew best. In adjacent 
rooms in the Grand Hotel, one group of To- 
ries held a fringe meeting to put the case for 
Keeping Sunday Spécial while another (and 
larger) band launched a campaign to legalise 
trading. Mr Douglas Hurd's 


perimental scheme for the electronic tagging 
of people on remand, was listened to by only 


half the conference; the rest wanted to hear 


of nothing more than hanging. 

In their new-found enthusiasm for the 
environment, Tories may also find plenty of 
work for the state to do. It might start by 
finding a new job for the environment secre- 
tary, Mr Nicholas Ridley, a man with an ex- 
traordinary bent for alienating many of the 
conservation groups that his subordinates 
carefully cherish. Mr Ridley has made these 
groups feel that he dislikes them and their 
cause, and has a deep suspicion of their poli- 


tics. At a fringe meeting he got close to 


equating greens with the Labour party. In 
Wednesday's debate on the green belt, he 
tried to reassure a sceptical conference that 
the countryside was safe in his hands. Per- 
haps, if Mr Lawson departs, Mr Ridley's aus- 
tere talents might be employed at 11 
Downing Street. As long as he runs the envi- 
ronment department, the prime minister's 
new-found greenery will lack credibility. 

It is the prime minister, rethinking her 
policies during the summer, who has put 
community values and citizenship on the 
Conservatives’ agenda. Mr Hurd, with his 
call for families and schools to recognise 
their responsibility in the war against crime, 


trod the same path; so did Mr Malcolm 
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Beside the seaside 


íé HY do we bother to have a con- 
ference at all" mused one Con- 
servative minister in Brighton this week. 
For any other political party the question 
would be crazy. Their conferences at least 
influence their policies. The Tory confer- 
ence has policies thrust upon it. The rep- 
resentatives—let no one dare call them 
delegates—might well wonder why they 
spend half a week hanging around a blus- 
tery seaside resort when they could be at 
home running their estate agencies. 
The attraction cannot be the debates. 


A good party 


For the most part, Tory conference de- 
bates are not worthy of the word. Motions 
are selected for their blandness and syco- 
phancy. Almost all "congratulate" the 
government or "welcome" its policies. 
Virtually every speaker comes to the ros- 
trum to support the motion. Occasionally 
the chairman calls somebody to oppose it; 
the conference holds its breath until the 
representative admits to being against the 


Rifkind, the Scottish secretary, in a speech 


to the Conservative Political Centre which 
was the intellectual high-point of an admit- 
tedly thin week. 

So far, the active citizen and the caring 
community are nothing but fine words. The 
government has no hard prescriptions to 
give them real meaning. After digesting the 
notion that neighbourhood-watch schemes 
are a Good Thing, many at the conference 
were left muddled as to what the new Con- 
servatism implied. 

In her speech on Friday, Mrs Thatcher 
intended to explain. She may, however, be 
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motion because it does not praise the gov- 
ernment in strong enough terms. 

After the handful of speakers, the rele- 
vant front-bench spokesmen reply. Even 
their speeches, worthy catalogues of initia- 
tives launched and policies triumphant, 
are carefully groomed. All are supposed to 
be handed in a couple of days before deliv- 
ery, partly to be fed into the autocue, 
partly to be fed through Downing Street. 

In Labour conferences, the result of a 
card vote is eagerly awaited. At Tory con- 
ferences, people often shuffle out before 





the vote is even taken. Everyone knows 
what the result will be. "All those in fa- 
vour raise their cards,” says the chairman. 
And then, just in case: "Is there anybody 
against?" Occasionally, with all the self- 
consciousness of a Bateman cartoon char- 
acter, a lone representative dares to hold 
up a hand. 

Most of those at the conference come 
either from constituency parties or from 


an implausible advocate of caring Conserva- 
tism. That gives new hope to her old rivals 
for the leadership. During the first half of 
the week, she looked noticeably tired, as 
anyone would after nearly ten years as prime 
minister. Few at the conference think there 
is the slightest chance of her leaving office 
soon; but were she to do so, it would have to 
be within the next year. That faint hope, 
and the impossibility of changing her gov- 
ernment's image for cash-cutting toughness, 
is what persuades veteran politicians like Mr 
Heseltine to persevere. 








local authorities. One result is a much 
higher proportion of women than at La- 
bour conferences (trade unions do not 
usually pick women to represent them; 
Tory councils often do). Another is that 
the subjects which provoke strong feeling | 
are often local-government issues, such as 
poll tax and education. When represen- 
tatives criticise ministers, they often doso | 
in code, and at fringe meetings. These 
entertainments, at lunchtime and in the 
evening, are usually more lively than the 
main debate, especially as they provide 
platforms for the considerable ranks of ex- 
cabinet ministers. 

The only time Conservatives behave 
like Labour activists is during the debate 
on law and order. For the Irenes and 
Marjories of the shampoo-and-set bri- 
gade, it is the highlight of their year. 
When the middle-aged ladies of Conser- 
vative conferences get on to the subject of 
crime and punishment, they turn fiercer 
than sharks in a feeding frenzy. At one 
packed hanging-and-flogging fringe meet- 
ing a member of Parliament, to cheers 
from the floor, talked about clapping the 
noose round murderers' necks and taking 
the whip or cane to other offenders. Ap- 
plauding vigorously was a mild-mannered 
Church of 
Wimbledon. 

Although the representatives treat the 
conference as little more than a social oc- 
casion, plenty of business gets done. 
Ranged around the conference hall is a 
sort of political car-boot sale. Few indus- 
trial lobbyists now trek to Labour's party 
conferences: they save their champagne to 
persuade the Tory faithful of the virtues of 
BUPA and Sunday trading. 

For journalists, lobbyists and business- 
men alike, the Conservative conference is | 
the one chance in the year to catch minis- 
ters away from their insulation of civil ser- 
vants. The more senior—and the more | 
beleaguered— politicians scurry with their 
heads down through the foyer of the | 
Grand Hotel lest somebody should offer 
to buy them a drink and sell them a line— 
or extract one from them. 


England vicar from 








Health service 


Nurses and 
doctors 


AN a pay deal worth 15% on average 

and as much as 33% to some people 
really provoke rows between unions and 
management, even  mutterings about 
strikes? It can, in the wonderland of Brit- 
ain’s National Health Service (NHS). This 
week saw yet another breakdown in talks 


THE ECONOMIST OCTOBER 15 1988 


BRITAIN 





about the implementation of a pay and grad- 
ing structure for nurses that. everyone ac- 
cepted in principle as long ago as April. 

The trouble is over grading. The nurs- 
ing unions argue that the requirements of 
24-hour cover justify having two sisters in 
charge of each ward. Not so, says the gov- 
ernment, and the grading structure that the 
unions accepted in April always made clear 
that only one person could be in charge. 
The argument must be settled within the 
next two weeks to fulfil the government's 
aim of getting back pay into nurses' hands 
by Christmas. Ministers so far show little 
sign of giving way. 

The row has distracted attention from 
two more significant issues over nurses' pay. 
The first was who would foot the bill. For 
the past few months, health authorities have 
been saying that the £803m offered by the 
government in April would not be enough. 
Ministers were sceptical. But in his speech to 

e Tory conference in Brighton, the health 
secretary, Mr Kenneth Clarke, accepted 
their case and offered an extra £110m to 
avoid any risk of repeating last winter's rash 
of hospital-bed closures. His announcement 
drew cheers, though the Treasury could not 
have been pleased at having once again to 
raid its depleted reserve for the NHs. 

The second issue emerged when the 
government published its evidence to the 
nurses’ pay-review body for the 1989 pay 
round. This said there was no case for any 
more real increases. But it also argued 
strongly for much wider regional variations 
in pay. Mr Clarke has promised specific pro- 
posals on how to achieve this. Logically, that 
should mean more discretion for local 
health managers in hiring, firing and pay—a 
move that the unions are flatly against. 

Mr Clarke gave few hints in Brighton 
this week about the government's longer- 
term ideas for the NHS, even though he is 
'ue to present a white paper by Christmas. 

le made clear that he did not like the radi- 
cal ideas (such as letting people opt out of 
the health service) that his predecessor, Mr 
John Moore, was considering in the sum- 
mer. And the long argument over nurses’ re- 
grading may deter him from tackling the big- 
gest obstacle to change in Britain's 
hospitals: the doctors. He has not shown 
much enthusiasm for giving health manag- 
ers control over doctors’ pay and encourag- 
ing them to introduce regional variations— 
desirable as that would be. 

Mr Clarke still needs some innovation 
for his white paper that might offer his party 
a hope of winning rather than losing votes 
on the NHs. The likeliest runner is an experi- 
ment with "internal" markets, under which 
hospitals would compete with each other 
and with the private sector for NHS patients 
and the money that goes with them—an 
idea that this newspaper has been urging for 
the past three years. 
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Among the stockbrokers 


66r Think not just of those with wealth, 

but of those living in bedsit squalor,” 
Brighton’s Labour mayor told heckling To- 
ries as she opened their conference this 
week. She should know. Her council had to 
find accommodation for more than 400 
homeless families last year. Hundreds more 
single homeless people sleep in its hostels, in 
squats or on the pier. Homelessness, usually 
associated with large cities, especially inner 
London, is growing rapidly in the smaller 
towns of afluent south-east England. 

More than 17,000 households were ac- 
cepted as homeless in the South-East out- 
side London last year, nearly twice as many 
as in 1979. Bury St Edmunds (population 
31,000) opened a temporary shelter last win- 
ter for the two dozen people sleeping rough 
there. Winchester, one of the richest and 
least-unemployed towns in Britain, has had 
to turn former nurses’ housing into a hostel 






Who counts as homeless? 


Accepted as homeless: 
| usually [2] not usualy | pee on 
% ot local authorities, in England and Wales, who accep! 
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for about 25 mainly young people. 

Since 1977 local authorities have been 
required by law to house any homeless per- 
son who is old, pregnant, disabled or ill, has 
children or is considered "vulnerable". 
That duty has been a particularly heavy bur- 
den on some poorer London boroughs, 
where increasing numbers of homeless peo- 
ple have had to be put “temporarily” in bed- 
and-breakfast hostels, at a cost estimated at 
over £100m a year. But even in the home 
counties councils are now finding it hard to 
comply with the legislation, because: 

e House prices in many areas have doubled 
in two years, and rented homes, where avail- 
able, are correspondingly expensive. 

e Many families have overstretched them- 
selves to buy their homes. Each year more 
default and become homeless. In some 
council districts in the South-East, a quarter 
or more of homeless families rehoused are 
mortgage defaulters. 

@ While the demand for council housing 
from homeless families rises, the supply—al- 
ways severely limited in small towns—is rap- 
idly diminishing. Typically, 20-30% of fam- 
ily-sized homes have been sold to tenants 
exercising their right to buy. 

@ Few councils in the South-East are build- 
ing more than a handful of new houses each 
year. A recent survey by the Institute of 
Housing’s Chilterns branch showed the av- 
erage per council was just 28—and that 
many of those homes were being built for 
old or disabled people rather than for gen- 
eral use. 

The result, as in London, is that coun- 
cils’ starutory duty to rehouse homeless peo- 
ple makes it almost impossible for anyone 
else to get a council house. Four councils in 


the Institute of Housing survey—Milton 
Keynes, North Bedfordshire, Reading and 


63 





“Teesside has a talent for living. A talent recently endorsed 
by a Glasgow University national survey and ballot on the 











Northern centres topped the league table. Among them 
nce which came ninth. London was 34th. 


Teesside's low cost of living, good quality affordable 


nd Teesside also scored for excellent access to gone 
ey 


Those scenic talents? The 36 miles of the spectacular 





high: point Huntcliff. The 553 square miles of the North 
-York Moors National Park to which Teesside's handsome 
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. relative quality of life enjoyed in Britain's urban areas. 


ising and leisure facilities were among the pluses. 






leveland and North Yorkshire Heritage Coast, topped by 


market town of Guisborough is gateway. The Esk Valley 
Railway winding its way from Teesside to the picturesque’ 
town of Whitby. The Captain Cook Trail, exploring the 
life of Teesside's famous son from his Birthplace Museum 
on Teesside through the coastal villages of Marske and 3 
Staithes to Whitby. 


Inland from Teesside is rolling farmland peppered with Dp 
. pretty villages and ancient churches, 
and the riches of the upper Tees valley. d. 














m in easy reach: Three more ‘Nevional. 


wees Northumberland stretching from Hadrian's 
E Wall to the Cheviots, the Lake District. - 








| Add to this the cathedral splendours of 
owe Durham, York and Ripon. The Regency 
' elegance of Harrogate. The well preserved 
|... legacy of Richmond and Raby castles. 












‘The countryside is fabulous, 
the S peopeoa are e marvellous, 





_Parks - the Yorkshire Dales, the hillcountryof 






Fountains, Rievaulx, Guisborough and Mount Grace. 


Equally accessible - the rich industrial and cultural 
heritage of Teesside itself. 


Stockton has a busy market dating: back to 1310- and "m 
direct historical link with modern transport times as the 


terminus of George Stephenson's | pioneering 1825 
Stockton-Darlington railway. Yarm has fine 18th cennu 
houses and inns, 





Old Hartlepool, with a Royal Charter granted 
is dominated by the 12th century St Hilda's church, , 
and has a strong maritime connection demonstrated , 
by a busy port, a maritime museum and - a-new 
venture - the restoration of historic ships. m 

On the estuary of the Tees - a wildlife refuge 
with a rich heritage of rare plants, coexist: — ^ 
ing harmoniously with a massive modern 
industrial complex. 


there are thriving industries'. 


the Rt Hon Margaret Thatcher, Prime Minister, iiia 4, 1988. 
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The ruined magnificence of priories and abbeys such as. 


Teesside has a talent for living. A talent to which it i: 


quality of life. At Hartlepool - the most important water 


ie. and retail centre. On the Tees, riverside and dockside 
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Overlooking it all, a still-living monument to Teesside's : 
industrial past - e DES striking transporter p 
bridge. : 


now adding - - with new initiatives to enhance further the 


based leisure and living attraction on the North East coast. 
At Stockton - an £80 million leisure, sports, conferenc 





redevelopment to. provide new residential, leisure 
k and cultural amenities. On the Tees estuary, a projec E 
Peto enhance and d opan uptoa Wider ir E the wildlife . 





To find out more about Teesside's Initiative, 
Talent and Ability: Contact Duncan Hall, — 
Chief Executive, Teesside Development. 
Corporation, Tees House, Riverside Park, 
Middlesbrough, Cleveland TS2 IRE. Tel: 
Afe«2j23n636. Fax (0642) 230843, 





“Initiative Talent Ability - 
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oportion of vacancies for people on their 
iting-lists, putting homeless applicants in 
emporary accommodation where necessary 


ere possible. | 
Councillors in Epsom and Ewell; just 








ground for "imported" homeless people. 

They are worried about. what will happen 
when the three psychiatric hospitals built in 
the borough for Londoners start to close un- 
der the government's community-care pol- 
icy. One-third of the council's 3,000 homes 
have already been sold to their tenants, and 
many of the 110 households accepted: as 
homeless so far this year are being housed in 












fuse to house any discharged patients who 
ill have links with London. 

< The government is now reviewing the 
iw on homelessness. One thing it has al- 
eady found is that the law is applied incon- 
ently by different councils. For example, 
ow bad must your living conditions be to 
alify you as homeless? Most councils ac- 
t some applicants with a temporary or 
satisfactory kind of roof over their heads 
homeless, but differ over what kind of. 
oof is satisfactory (see chart on previous 





Is’ duty to the homeless, by applying it only 
people who are literally roofless? No, says 




























X way of London that does not have in- 
-- furiating traffic jams. Yet it is underused 
| as a means of transport. So in recent 
. months Thames Line river bus services 
have been ferrying about 1,000 passengers 
..& day—mostly workers in the City and 


s eastwards. in 62-seater catamarans. Last 

— month the service was extended to 

|| Cadogan Pier, close to the shops of the 
~ Kings Road, and on to yup-puppy Chelsea 

: | dominiums, bars and restaurants. 

` used as a ptincipal way of getting about. 


: Thousands of watermen would ply for 


"wherries". All you had to do was walk 






use ^ redefining the problem will r not solv 
ancies. Many councils try to reserve a set 


‘parts of he coh 


d finding an excuse not to house them. E 
. - ^is On its way out, that may have to involve 


outh of London, are determined that their 1 
district should not become a dumping 


ed-and-breakfast hostels. The council will - 


"Should the government lighten coun- 


r T ‘HE river Thames is an ancient high- | 


Docklands areas—from Charing Cross 


Harbour, with its American-style con- 

In the sixteenth and seventeenth: cen- F 
. turies, the upper part of the Thames was ~ 
hire with their small skiffs, known as- 


down one of the many plying stairs where. 


| and Nuls Cross. One involved a a Rus- 
| here would be the. equivalent of a. a taxi | icu 





the institute agrees that legislation needs to 
set down more clearly who Bos as 
homeless, : ind | 










de Proc gnis: housing 


spreading the duty of housing the homeless 
to include housing: associations and other 
“social landlords”. | | 





The economy 


Miracles take 
longer 


Y NELATION - may be what worries Mr 


Nigel Lawson now. But once the econ- 
omy begins to slow down, a more interesting 
problem will emerge. Is the much-vaunted 
supply-side miracle anything more than the 





predictable consequence of the boom? It 


might not be, if rapid growth i in demand has 
exaggerated the recent improvement in 
productivity. | 

On the face of it, the figures are impres- 
sive. Output per man in manufacturing has 
risen by 7% since this time last year. Invest- 
ment is up—more than 1096 i in the past 12 
months—and the government’ s curbs on 
union power have made it easier to use la- 
bour more efficiently. But output and pro- 
ductivity always rise together during a 
boom; and, as this boom has been huge, 
rapid productivity growth is no surprise (see 
chart). As old-fashioned Keyhesians would 


MM 


rank. Ina Aight scene ae the film of “A 
Man For All Seasons”, the watermen 
plunge their lighted torches i in the water 
to show their. refusal to row the weary 
Thomas More back to Chelsea from 
Hampton Court, as.they know he has in- 
curred the wrath of Henry vil. 

After the fire of London in 1666, new 
arid better roads were built in che. city. 
The Thames started being used mainly for 
port activities. The wherries were gradu- 
ally squeezed out. As John Taylor, a water- 
man poet, wrote: "Here we sit upon our 
heels” and watch our trade go off on 


. wheels." After the dock closures in the 


1950s and 1960s the river was used mu 


~~ by pleasure boats. 


Several attempts have been made in 


: thep past 20 years to run a transport service 


along the Thames between Greenwich - 



















































* First half 


- have predicted, stimulate demand and sup 


ply will respond. | 

Is that the whole story? The answer will 
become clear only once the economy slows 
down. Most academic studies conclude that 
productivity growth has indeed picked up; 
but a recent survey by the Confederation of 
British Industry (CBI) suggests that the im- 
provement may turn out to be short-lived. 
The faster growth of the past few years can 
be explained, it says, by the fact that the up- 
swing started from a deep recession, with 
high unemployment and plenty of spare 
capacity. 

The survey finds that many companies 
pay little attention to measuring or improv- 
ing their productivity. The subject is not dis- 
cussed at most management meetings. Only 
half of the companies. in the survey make 





to steer. Thames Line boats—built with 


£4.6m raised through a business-expan- 
sion scheme—are powered by water-jets, 
rather than conventional propellers. 
Travelling at between 25 and 27 knots, 
they take approximately 40 minutes to get 
from Chelsea Harbour to West India 
Docks at a cost of £3. Boats arrive at 15- 
minute intervals. They also serve the City 
Airport. 

Mr Robert Crouch, the man behind 
the launch of Thames Line and also Mas- 
ter of the Company of Watermen and 
Lightermen, hopes his company will 
break even.by May 1989-—the end of its 
first full year of operation. Public tesponse 
to the service has been admiring, despite a 
couple of hitches last year when Thames 
Line ran a pilot scheme to ferry staff of the 


[d Daily Telegraph to and from their new of- 


fices in the Isle of Dogs. Once the boat's 
engines cut out, leaving the helpless pas- 
sengers—including some of the Tele- 


. graph’s senior staff—to drift back down- 


stream. narrowly missing Tower ial | 
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even measure their unit costs. And 90% of 
the firms that do have reporting systems 
look only at shop-floor production: adminis- 
trative and sales staff—and managers—are 
ignored. Nor are the results normally made 
known to the workers involved. 


Despite this lack of information, most 


of the surveyed firms have bonus schemes 
related to “productivity”. Not surprisingly, 
only about a quarter think such schemes 


lead to greater efficiency. The survey says. 


that management complacency is “the most 
serious danger to existing growth in»pro- 
ductivity”. Proof: nearly all of those in the 


sample thought their productivity was aver-. 


age or better-than-average. 

The cat's recommendations have a fa- 
miliar ring: lower interest rates and a stable 
exchange rate will be needed to improve 
their members’ competitiveness. In other 

yrds, the responsibility for economic suc- 
cess still rests largely with the government. 


Perhaps the real supply-side miracle will be. 


when Britain’s captains of industry no 
longer want to pass the buck. 


Harrogate conference centre - 


They meant well 


HE original, mid-1970s estimate was just 
under £8m. The final cost, agreed only 
this month, after six years of operation, was 
£34m: a worse-than-Concorde burden for 
its owner, a modest district council. And un- 


like Concorde, Harrogate's gleaming confer- 


ence centre does not cover even its running 
costs. Its saga, which still has a chapter or 


two to run, has lessons for the shrinking. 


band of those who believe in municipal en- 
"prise—and yet raises questions for those 

10 do not. 
Since its days as a spa, Harrogate has 
lived off visitors. In the 1970s it seemed 


commonsense: to complement : its existing 


exhibition. halls ‘with an up-to-date centre 
for the booming, conference business. lt 
seemed as natural—in those days—that the 
council, which owned the halls, should 
build arid run the centre. Besides, commer- 


cial cash for an associated supermarket A 


could meet £1.7m of the total cost, of 
£7.8m. 

Then the trouble began. Pennies were 
saved on investigating the geologically diffi- 
cult site; they later cost hundreds of thou- 


sands of eee aru dodupients: were 





80, a indeed did not even eps his. 
bills. 


Designs were repeatedly modified, and 
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repeatedly delayed. The council fai ed t to ap- 


point its own. project manager, expecting of- 
ficials to do work for which they had not 
even the time, let alone the skills. As delays 
mounted, John Laing, the main contractor, 
got the council to accept that costs and com- 
pletion date must both stay open-ended. But 
nobody made a similar deal with the super- 
market operators, who ultimately got some 
£2m in compensation for the delay they had 
suffered. 

By early 1978 councillors were looking 
at costs of £11m. By 1980 that read £17m, 
by 1981 £25m and by late 1981, when the 
centre, still incomplete, opened its doors, 
£28.5m. The lengthy negotiations com- 
pleted only last week have produced a final, 
all-in bill—contractors, consultants and 
compensation included—of some £34m. 

This sorry tale has left anger all round. 
Ratepayers in some outlying areas want to 
secede from Harrogate district. Local news- 
papers rage at the closed doors behind 
which the council has conducted most of its 
blunders. It in turn has slapped an injunc- 
tion on the press to stop publication of a 


leaked consultant's report setting out the 





full horror story, and took the Yorkshire 
Evening Post to the Press Council (only to 
come back with a flea in its ear) over a re- 
lated story that the exhibition halls might 
need updating at a further cost of up to 
£20m. 

¿If only Harrogate were Labour-run Is- 


_lington, free-marketeers in Brighton this 
«week would have had yet another wondrous 
case of town-hall lunacy to make fun of. But 


it isnot: Harrogate has been Conservative- 


. run throughout. And for all the errors of 


execution, local Tories still argue that the in- 
tention was sound. The conference centre 
was built, and is run even now, quite specifi- 
cally, to benefit the local écononiy as a 


whole, not just to show a bottom-line profit 
for its owners. The centre and its*halls are 
well filled, by industry standards; consul- 


tants suggest that they bring £50m-60m a 
year into the area. Their future may well lie 


. in private ownership or at-least manage- 
ment. But would the centre ever have got off 
the ground if the council had not built it? If 


not, ought it to have remained unbuilt? The 
answers are not as self-evident in Harrogate 
as in Brighton. 








E Gypsum 


‘speed up its efforts to reduce emission: 


lar plant at other power stations, and t 


Acid cloud, 
Silver lining 


TOPPING acid rain will do more th 
simply reduce levels of atmospheric pol 
lution. It could also help to break the near 
monopoly of the plasterboard market held 
for the past 19 years by British Gypsum. 
Owned by BPB Industries, it has 96% of the - 
market and a reputation as an efficient pro- 
ducer that looks after its customers. D 
The link between acid rain and plaster- 
board is gypsum, a rock that occurs natu - 
rally all over the world and is so soft that it 
can be cut with a pocket knife. It is the ra 
material for making plaster; and BPB controls 
Britain's natural reserves of it, mining abo 
Jm tonnes a year. British sales of plast 
board are expected to. grow from. al 
150m square metres in 1987 to 200m s 
metres by 1995. The market is worth ak 
£175m. Other producers of building ma 
als envy BPB’s monopoly and its steady m: 
gins, and would like a share. But BPB-is 
dug i in. 

“Measures to control acid rain co 
change that. Britain has recently agreed 
tough limits to sulphur emissions into 
atmosphere. That means the.Central E 
tricity Generating Board (CEGB) will hav 








































sulphur from coal-fired power stations. / 
one by-product from the process of sct 
bing sulphur sent up power-station ch 
neys is gypsum—lots of it. 

The cEGB's desulphurisation ins : 
Drax in Yorkshire will, on its own, produ 
1.1m tonnes of gypsum a year. Include s; 





CEGB could produce around as much gy 
sum as BPB, 2.5m tonnes or more. This va 
new source, together with the arrival of tw 
new plasterboard manufacturers, may tran 
form the market. 

The two new entrants are Redland, well 
respected as a supplier of many building ma: 
terials, and Knauf, which dominates the 
West German plasterboard market. Work- 
ing in conjunction with Csr, an Australian 
producer of building materials, Redland is 
trying to break into the world market. for 
plasterboard. Both firms have built British 
factories but, for the moment, are planning 
to import their gypsum from abroad. When 
the CEGB becomes a big producer of gypsur 
Redland and Knauf will have a new sour 
of cheap raw material free from BPB 
control. £ 

Breaking BPB'’s grip, though, will not | 
that simple. BPB too could also use gyps 
from power stations. It has a plant in Yo 
shire conveniently placed to take some 
Drax's output. Because BPB has not abuse 
its monopoly, and has a good distributio 
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network, its customers are likely to support 
it. But with two new producers, bringing 
more capacity to the market, some people 
expect a plasterboard price war. 

The power stations of pollution-con- 
scious West Germany yield so much gypsum 
that they pay plasterboard manufacturers to 
take the stuff off their hands. BPB’s rivals 
should send a large subscription to 
Greenpeace and start shouting furiously 
about the evils of acid rain. 
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Spycatcher 


Wright and wrong 
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ORED observers were probably sur- 

prised by the publication on October 
13th of the House of Lords judgment in the 
"Spycatcher" case. Not because the British 
government lost on almost all counts—that 
had been likely ever since the government 
had earlier lost in the High Court and the 
Court of Appeal. The surprise would have 
been to find that litigation over Mr Peter 
Wright's memoirs was still continuing, 2!^ 
years and 23 judges after it began. 

The outcome of this Dickensian case— 
the Jarndyce v Jarndyce of our times—mat- 
ters little in relation either to Mr Wright's 
book or to his allegations, since both have 
now been widely disseminated. Indeed, al- 
though the Sunday Times, the Observer 
and the Guardian can now publish extracts 
from the book, they may conclude that fur- 
ther big coverage would not be worthwhile. 
The Sunday Times will be bitter about the 
Law Lords’ acidly-expressed disapproval of 
its decision to serialise the book in July 
1987—and even crosser about being told to 
hand the profits from the serialisation over 
to the government. 

Nevertheless the newspapers were de- 
lighted with the verdict. The solicitors for 
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two of them, Lovell, White and King, said 
that their clients had been totally vindi- 
cated. They were especially pleased that the 
main decisions were either unanimous or, at 
worst, four-to-one. Last time the Lords pro- 
nounced on “Spycatcher”, they ruled by a 
narrow majority in favour of continuing in- 
junctions on the press while court proceed- 
ings over the book were continuing. 

The Lords’ judgment has been good for 
a British press freedom that had sometimes 
been under serious threat during the 21⁄2- 
year-long case. But it may not have opened 
the way to lots more memoirs by former 
spies, even though as many as 15 such books 
are said to be in preparation. For one thing 
there may not be much appetite for more 
books—the general public was probably less 





Female Magdalenes 


HE shade of Samuel Pepys may be 

cross. His college, Magdalene, the 
last remaining men-only college at Cam- 
bridge University, has just admitted its 
first women undergraduates. All those at 
Oxford have already capitulated. These 
old bastions of prejudice, many of whose 
dons are still recognisable in the pages of 
Mr Tom Sharpe's "Porterhouse Blue", 
| have fallen surprisingly quickly. It was as 
recently as 1972 that King's, Clare and 
Churchill became the first men's colleges 
to admit women. 

The change may owe more to eco- 
nomics than to feminism. Colleges like 
Magdalene that tried to hold out against 
co-residence found that, given a choice, 
most men preferred the company of 
women. Numbers and quality of appli- 
cants started to drop off—something 
Oxbridge colleges, which are as competi- 
tive as supermarkets, could never toler- 
ate for long. 

As men's colleges have admitted 




















interested in “Spycatcher” than the chatter- 
ing classes. And the Lords also made clear in 
startlingly outspoken language that they dis- 
approved of Mr Wright and reckoned he 
and his fellow spies had a lifelong duty of 
confidentiality to their employers. 

But the biggest obstacle to more mem- 
oirs will be the governmenr's official-secrecy 
bill being published in November. On 
present plans, that bill will tighten up spies’ 
legal duty to keep secrets. Indeed, had it 
been in force, the Lords would have had to 
throw out the newspapers’ case. Whether 
the government will have the nerve to legis- 
late so quickly to overturn the law as con- 
strued by five eminent Law Lords remains to 
be seen. 
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at last 


women, women's colleges have suffered. 
Some have gone mixed too. But two at 
each university have chosen to stay sin- 
gle-sex. They want to be different partly 
because they reckon that, if they admit- 
ted men, they would lose from direct 
competition with the former men's col- 
leges which are usually older, richer, | 
prettier and closer to the middle of town. 

But women may be no keener on sin- 
gle-sex colleges than men. St Hilda's and 
Somerville, the two Oxford colleges that 
are still all-female, now fill two of the bot- 
tom three places in the Norrington table 
that compares degree results at Oxford. 

After Oxbridge, what else? The next 
battleground could be London's remain- 
ing men-only clubs. As women earn 
more, the clubs too may be pushed by 
economics to admit women. Perhaps 
Pepys, who as well as being an incompa- 
rable diarist was an incorrigible philan- 
derer, would like that idea more than 
some of today's crusty club bores. 
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Trading places 


America's trade deficit took a 
turn for the worse, increasing 

. from $8.0 billion in July to 

: $10.6 billion in August. 


. South Korea expects to boost 

. its electronics exports by 
more than 20% over the next; 
year. Some $4 billion-worth of 
electrical goods were shipped - 
abroad in the first six months 
of this year. One company, 
Lucky Goldstar, aims to invest 
: $2.3 billion in a new semi- 

' conductor plant. 


- Japan is considering a formal 
. complaint to the GATT if the 


|..EEC gets member countries to... 


. promise they will scrap more 
than 130 national i import re- 
.. Strictións. 


Some you win... 





' Michelin is tightening its grip 
. on the aircraft-tyre business. 
| It will buy part of America’s - 
_ B.F. Goodrich. The deal will 

: make the French group the 

' second biggest supplier of air- 
- eraft tyres after Goodyear. 


^Donald Trump, a New York 

developer, bought Eastern 

~ Airline’s shuttle service be- < 

tween New York, Boston and 
Washington for $365m. He 

will call it the Trump Shuttle. 


Consolidated Gold Fields, a 
- British-based mining group, 
sued in America to block a — 
- £2.9 billion ($4.9 billion) take- 
-over attempt by Minorco, a 
: South African-controlled 
: holding company, alleging 
that the bid violates federal 


. laws. Kohlberg Kravis Rob- - E 


erts, a a big Zoe toan lever- =a 
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aged-buyout group, dropped 
its $5-billion bid for Kroger, ^ 
the second largest supermar- - 


ket chain in America. KKR said 
~ Kroger's board refused to talk. 


Cleaning up 





The higher price of some met- 


als and tougher rules on 
dumping hazardous waste 
are providing new opportuni- 


ties to clean up. An American 


company, UNC, is trying a new 
service to reclaim metals, like 


_nickel, copper and chrome, 
from the waste water of indus- 
trial processes. 


. Decommissioning old nuclear 
_ power stations and disposing 


of radioactive equipment 
might cost as much as 20% of 
the value of the electricity the 
power stations have generated 
over their lifetime, a London 
conference was told. 


Teaming up 


lraly’s Fiat and America’s 


Chrysler formed a joint ven- 


ture to market Alfa Romeo 
cars in America. Fiat bought 
loss-making Alfa from the Ital- 
ian government last year. 


Chrysler's chief executive, Lee - 


lacocca, says Alfa is an 
upmarket brand that fits 
alongside his EDEN s Plym- 
outh cars. 


LA year before the vissned 


loosening of regulation in Ja- 


| pan's liquor market, Allied 
ai Lyons.and Suntory set up a. 
| joint. venture. Suntory, Japan's 
| biggest whisky producer, will 
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bank, and First S an 


market its British vale 
drinks. 





West German Sierhens. and 
Swiss-based Asea Brown. 
Boveri plan jointly to pro- 
duce a new type of high-tem- 
perature. nuclear reactor. Post- 
Chernobyl, they need to share 
the risks of new ventures in 
the nuclear industry. 


_ At the bank 


% 


National Westminster and 


Midland joined other British 


banks in a scramble to issue 
both Visa and MasterCard 
credit cards. With more plastic 
on offer there could be a re- 
duction in the charges paid by 
retailers, but that might 
prompt the banks to intro- 
duce an annual charge for 
card-holders. 


The Luxembourg-based Bank 
of Credit and Commerce 
International was among 
those indicted by an Ameri- 
can federal grand jury for the 
alleged laundering of $32m in 
profits from a Colombian co- 
caine racket. The private and 
largely Arab-owned bank de- 
nied being knowingly in- 
volved. 


| Al Saudi Banque, a troubled 


‘French banking group, was 


split into two as part of a res- 
cue by Thomsorn-csF, a 
French defence and electron- 
ics group diversifying into fi- 
nance; Banque Indosuez, a 
French investment bank; and 
Saudi Arabian investors. 


Credit Suisse, a large Swiss 


| Western Europe. 





| 
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l ties into a new internationa 


First Boston. A subsidiary of 


Russia's Bank for Foreign 
. and Economic Affairs and. 


Deutsche Bank stepped i in 


|. German trading and engine r 
|. ing group that has lost up to 
























































American investment bank, 
-reorganised their joint activi». 


peu 


investment bank called CS 


the new group will be estab- | 
lished in Tokyo. 0 


West Germany's Landesbank 
Rheinland-Pfalz have | 
teamed up to form Zurich- — 
based Eurasco Zurich. It is the 
first finance company to com- 
bine capital from Eastern and 


support Klockner, a big V 


DM700m ($380m) through 


rash trading in oil futures. 


People - 


Francis Bouygues, the 65- 
year-old head of France's 
Bouygues—the world's bigges 
construction company— 
stepped down as chairman of 
TF-t, a French television net- 
work in which Bouygues has a 
25% stake. n 


Japan's Nikko Securities ap- 
pointed Hideo Suzuki presi- 
dent of its unprofitable Amer 
ican subsidiary. Mr Suzuki, 
aged 50, made his name build 
ing up Nikko's profitable 
Asian-rim operations. 


Steve Jobs, the founder of 
Apple, launched his new 
firm's first product, a "desk- 
top mainframe” computer. 
called NeXT. 
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Shearson Lehman Hutton Inc. Salomon Brothers Inc 


Bear, Stearns & Co. Inc. The First Boston Corporation Merrill Lynch Capital Markets 


Drexel Burnham Lambert Smith Barney, Harris Upham & Co. 


incorporated incorporated 


BT Securities Corporation Chase Manhattan Capital Markets Corporation 
Citicorp Securities Markets, Inc. Manufacturers Hanover Securities Corporation 


Goldman, Sachs & Co. Morgan Stanley & Co. 
hicorporates 


Daiwa Securities America Inc. Deutsche Bank Capital Dillon, Read & Co. Inc. Donaldson, Lufkin & Jenrette 


Coarporauon Securities Corporation 


The Nikko Securities Co. Nomura Securities International, Inc. PaineWebber Incorporated Prudential-Bache Capital Funding 


international, Inc. 


L. F. Rothschild & Co. | SBCI Swiss Bank Corporation — Sogen Securities Corporation Thomson McKinnon Securities Inc. 


Incorporated Investment banking 


UBS Securities Inc. Wertheim Schroder & Co. Dean Witter Capital Markets Yamaichi [nternational ( America), Inc. 


incarporated 


A. G. Edwards & Sons, Inc. McDonald & Company Oppenheimer & Co., Inc. 


Securities, jac 


Prescott, Ball & Turben, Inc. Tucker, Anthony & R. L. Day, Inc. 
Advest, Inc. Blunt Ellis & Loewi Boettcher & Company, Inc. Butcher & Singer Inc. 


incorporated 


Craigie Incorporated Dain Bosworth Freeman Securities Company, Inc. -J B. Hilliard, W. L. Lyons, Inc. 
Interstate Securities Corporation Morgan Keegan & Company, Inc. The Ohio Company 
Printon, Kane & Co. Rauscher Pierce Refsnes, Inc. Wheat, First Securities, Inc. 
AIBC Investment Services Corp. Doley Govan Securities, Inc. Ewing Capital, Inc. Grigsby, Brandford & Co., Ínc. 


WR Lazard & Laidlaw Metro Equities Corporation Pryor, Govan, Counts & Co., Inc. Muriel Siebert & Co., 


Incorporated 


Shearson Lehman Hutton Inc. Salomon Brothers Inc 


Bear, Stearns & Co. Inc. The First Boston Corporation Merrill Lynch Capital Markets 


Drexel Burnham Lambert Smith Barney, Harris Upham & Co. 


inecorperated Incorporated 


BT Securities Corporation Chase Manhattan Capital Markets Corporation 
Securities Markets, Manufacturers Hanover Securities Corporation 
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America’s third debt bubble 


NEW YORK 


ILE policymakers and economists 
lose sleep over what might happen if 
America’s next president fails to cut the 
budget deficit swiftly, and whether the 
mounting burden of consumer debt is sus- 
tainable, the real nightmare for America 
could lie elsewhere: in the rapid rise of cor- 
norate debt. American business is so laden 
rith it that higher interest rates and slower 
growth would hit capital spending harder 
than in the past and might trigger a wave of 
bankruptcies. The result: a longer - 
and deeper recession. l 

American industry has been on a 
borrowing binge since 1983. In the 
quarter of a century until then, the 
debt of non-financial corporations 
had been remarkably stable in rela- 
tion to GNP, fluctuating within a nar- 
row band of 33% to 35%. The ratio 
used to rise a little in a recession, fall 
during recovery. The band has burst. | 
In the past six years of strong growth, 
corporate debt as a proportion of GNP 
has jumped from 34% in 1983 to 42%. 
this year. 

Net interest payments took: more 
than 20% of firms’ cash flow in the- 
second quarter of this year (see chart 
on next page). The only times the in- 
-erest burden has been higher since - 

he second world war were in 1974 
and 1982. On both occasions, inter- 
est rates were much higher than they 
are today and the economy was in re- 
cession. If interest rates were to rise 
sharply now, and growth and profits 
were to fall, firms would be severely 
squeezed. Moreover, higher interest 
rates feed through into interest pay- 
ments more quickly now because over half 
of all debt is of less than a year's maturity, 
compared with 4096 in the 1970s, and a 
larger chunk of the long-term debt is at ad- 
justable rates. 

A recent study* looked at a WS of 
companies and asked what would happen if 
the economy went into recession, with inter- 
est rates, share prices and cash flow moving 
as in 1973-74. The results make gloomy 
reading: at least 10% of all firms go bank- 
rupt—ie, their assets are worth less than 
their debts, while interest payments rise as a 
proportion of cash flow from 17% to 26%. 
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Debt can be judged too high or too low 
mainly in relation to the assets that stand 
behind it. This is why it is worrying that 
much recent borrowing has been connected 
not with fixed investment (which has been 


rather weaker in the 1980s than in previous 


periods of economic expansion) but with 
mergers and acquisitions, leveraged buy- 
outs, share buy-backs and the like. Partly to 
defend themselves from takeover, compa- 
nies have borrowed to repurchase no less 


fonat soi 
as % of GNP 


Habl (heid by.the 
public) 





than $370 billion of their own shares since 
1984. As a result, the ratio of corporate debt 
to equity at book value rose from 6396 in 
1981 to 8896 at the end of last vear. 

Such figures suggest strongly that Amer- 
ican companies are overborrowed. But are 
they? There are sound reasons for thinking 
that the burden of debt is not quite as heavy 
as it seems. Using the market value of eq- 
uity, there seems little cause for concern: the 


*ls There a Corporate Debt Crisis? By Ben Bernanke and 
John Campbell. ores Papers on Economic Activity, 
vol 1, 1988. 





























































debt-equity ratio has fallen from 8496. 
about 7596. The increase in debt has 
more than matched by higher share pr 
So if (a big if) the stockmarket is a goo 
judge of future earnings, there may be ni 
need to lose sleep over corporate debt. 

Another soothing thought is that. 
American firms look under-borrowed com- 
pared with their Japanese and Europea! 
counterparts. While corporate debt is equiv- 
alent to 42% of America's GNP, Japan's bus 
ness debt is more than 10096 of GNP, We 
Germany's is 7096 and Canada's 65%. Int 
national comparisons, however, probabl 
say more about institutional arrangement 
and accountancy standards than abo 
nancial prudence. Much of the borrowing 
Japanese firms, for example, is from bat 
which own large chunks of the borrowe 

Also, America's corporate deb 
much less evenly spread than Japar 
Ford, iBM and Boeing all have 
cash mountains; their debts am 
to less than 1096 of their total capi 
At the other extreme, Phillips P. 
leum, Unocal and Texas Air all h: 
debt-to-total-capital ratios of 
than 7096. The growth in debt 
been uneven too. The indu: 
which were the most heavil 
rowed in America in the 1970s ( 
as textiles and communications) b 
had falling debt ratios in the 1 
The biggest increases in debt rat 
have been in those businesses w 
.previously were less-highly borro 
such as oil and gas, mining and pay 


Vice or virtue? E 
For the most part, then, the rise 
corporate debt is not as great 
pears at first sight. Ánd even 
corporate debts have increased, | 
panies could calculate that, in th 
1980s, it is possible for them to carry 
a heavier burden of debt than in the 
past. Mr Ennius Bergsma, head of 
corporate finance at McKinsey, a firm 
of management consultants, argues that the 
recent growth of debt reflects a fundamental 
reassessment of borrowing. Firms used to 
ask how much debt they could carry relativ 
to their equity; if they were below that 
dent maximum, all was well. Today the qi 
tion is how much of its debt capacity 
firm afford not to use. Debt isa c 
source of finance than equity becaus 
est payments (unlike dividends) are ta 
ductible. So, says this way of thinkin 
costs shareholders money if a firm I i 
some of its debt capacity unused. . 
Since more firms than before are | 
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he interest payments as % of cash flow" 
Non-financial corporations 












































s urce: Merrill Lynch including net interest payments First half 


i wing up to the limit of what they think is 
'rudent, it matters more than it used to that 
ms should not over-estimate their capac- 
-to carry debt safely. This capacity de- 
nds on factors such as the volatility of 
sh flow and capital-spending require- 
(nts. Industries with a steady cash flow, 
e food and drink, can afford bigger debts 





ctronics. — 
Although the capital spending .of 
avily indebted firms is at risk in bad times, 


ased its debt to $9 billion in 1985. It then 


S. 
spending. That was no loss: much of its 
evious exploration had been money down 
drain, looking for reserves which could 
me profitable only at prices of over $40. 


- 








an more cyclical industries like cars gnd: : 


3 


at is not always a bad thing. To fend off | ik 
rporate raiders, Phillips Petroleum -in- ` 


mmed this to $5.3 billion by selling off as- — . 
and by cutting operating costs and capi- . 





a barrel. Burlington, a textile 


other case where debt obligation forced à 


company to reduce an over-ambitious in- 
vestment programme. 
A less happy tale comes from Revco 


Drug Stores, which filed for chapter 11 


bankruptcy in July. It is the largest leveraged 


buy-out company to fail so far. But Revco's. 
problems are hardly an omen for the whole 


of corporate America. Its troubles can be 
blamed on mismanagement, over-optimistic 
revenue forecasts and a failure to find buyers 
for unwanted assets. The result: interest pay- 
ments on its $1.3 billion debt were larger 
than its cash flow last year. 

No doubt individual companies which 
have exceeded their prudent debt capacity 
are likely to meet the same fate as Revco. In 
the aggregate, though— and at current inter- 
est rates-—American industry could proba- 
bly support a higher level of debt without 
discomfort. With most American’ econo- 
mists expecting either higher interest rates 
or a recession or both by 1990, astern test of 
corporate America’s new debtmanship may 
not be far away. 








/ irem be Vihbur Deursche Bank? 









| a After’ buying (and profitably re-sélling) 





-the Flick group and shakin 
management at Daimler-Benz, Deutsche 
is now bailing out Klockner & Co, one 


of the country’s biggest trading outfits. 


„with a turnover last year of close to 
DMIO billion ($5.6 billion). Klöckner 
stands to lose up to DM700m on oil-fu- 
tures trading; the omnipresent Deut- 
sche, West Germany's biggest. bank, at 
once said it would inject fresh. capital to 
stop Klöckner ş going busti  . 

Why? Hardly to add one > floundering 
duck to the. Deutsche’s-extensive indus- 
trial empire. - Restoring health to 
Klóckner looks bound to involve a lot of 
cash, time and trouble which the Deut- 
sche would prefer to be spared. 

One reason is that, if Klóckner were 
to collapse, . the -West “German 
stockmarket could follow. Klöckner & 
Co is largely owned by.a private founda 
tion but. has stakes in two quoted compa- 

nies, Kléckner-Humboldt-Deutz |. (engi- 
neering) and Klóckner-Werke (steel and 
machinery). Unthinkable that the Deut- 

sche, as one of the stockmarket's biggest 

. investors (which took a drubbing in the 
crash a year ago) would stand idly by. 

The Deutsche is also continuing a 

. century-old tradition of close German i in- 

in dustry-banking links. The. banks get 


. any personal involvement) and resigned. 


not only in West Germany. The closest 




















memory boom 


TORG 


'IRMS Fm sie computer Um sedit to 

think theirs was a boom-bust business. 
This year the cycle has boomed and Japan's 
semiconductor makers have prospered. 
Their investment in new plant is over 4096 
higher than in 1987. The last time extra ca- 
pacity was piled on in this way, it coincided 
with a sudden fall in demand: boom ds 
bust. This time, say the chip makers, 
won't. Why does the industry think it n 
broken out of the cycle? ; 

This year, like the boom year of 1984, 
has been a one of chip shortages, high prices 
and fat profits. Eight of the biggest Japanese 
chip firms Mer include seven of th 
world's top ten) will put up more than Y400 
billion ($3 billion) for new equipment dur- 


. ing the 1988 financial year. 


At ud cid it moe HE In 1984 the 





drubbed for their industrial power when 


profits swell but feel committed to step in 


"when things go. wrong. The biggest 


bailout came at the start of the 1980s 
when a banking consortium stepped in 
to stop AEG-Telefunken, then the coun- 
try s second largest electricals group, go- 
ing bust. The Klöckner case (so far) looks 

a lot smaller. Even so the Deutsche is try- _ 
ing to get. other German banks to come 
in on the bailout too. | i 

How did Klöckner get into this. mes ES 

The odd thing is not that it was wrong in 
guessing that the oil price would rise 
(others did the same) but that it failed to 
limit its risk of being wrong. The firm has 
said only that internal controls were “by- 
passed" -and that a board member has 
taken responsibility (without. admitting 






A close-seeming parallel is the case of 
Volkswagen which lost close to 
DM500m in a currency fraud that is still 
being investigated. Are West German 
management controls ineffective despite 
a two-tier system in which a supervisory 
board helps keep an eye òn the manage- 
ment board? Some obviously are—and 














parallel may be that of the Austrian con- 
cern Voest-Alpine which lost a fortune 
through unauthorised oil-market deal 
ings in 1985..The whole rd were. 
forced to resign. _ | 




















the first oil shock in 1973. 
abolish OPEC because, 
actually be keeping the price down 


OR most of the 1980s oPEC has been 

just another cartel without clout. 
During the first half of the decade it stood 
by helplessly while oilshocked OECD 
countries cut their consumption of oil by 
almost a fifth and a growing band of non- 
cartel producers found their feet thanks 
to a $30-a-barrel price. When it tried to 
regain some of its lost market share in late 
1985, Saudi Arabia, OPEC’s biggest pro- 
ducer, sparked off a price war. That 
halved the cartel’s revenues in 1986, and 
sent the price of a barrel of oil tumbling to 
under $9, 

This year is looking uncannily 
like a replay of 1986. The cost of a 
barrel has fallen $6 since January, 
to around $12. Many oilmen 
reckon it will fall farther during the 
coming months—perhaps to as lit- 
tle as $5 a barrel. And despite the 
odd bullish announcement, oPEc's 
ill-tempered ministerial meetings 
have come nowhere near a remedy 
for the cartel’s ills. . 

Since OPEC is proving so tiring, 
the answer may be obvious. Sup- 
pose the cartel simply abolished it- 
self. Would its 13 former members 
be better or worse off? 

In 1987 OECD countries con- 
sumed 1.796 more oil than they did 
the previous year, and prices rose 
to an average of $18.40 a barrel. 
This year growth in demand will be 
at least as strong, but the price of a 
barrel will average $14 at most. 
Prices have collapsed because the 
cartel has collectively cast its self 
imposed oil-output quotas to the 
wind. It is now pumping 21m bar- 
rels a day (b/d), some 2m more 
than the world can use. 

Ir is the politics behind this 
year's race to pump oil that leads to 
the hunch that, without OPEC, the 
cartel's 13 members might be better 
off. This year’s push for produc- 
tion, which has left OPEC's output 
at a two-year high, is no simple orgy 
of greed: OPEC's cheats are waging civil 
war because each believes (for different 
reasons) that the cartel’s quotas treat 
them unfairly. Take the United Arab 
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A barrel of oil is Sgt cheaper today, in real terms, than it was before 
973. One way to push the price up might be 


to 


unlikely though it may sound, the cartel could 





ECONOMICS FOCUS 





lieves that its quota, relative to to its oil 
reserves, is about 2m b/d too low. 
Likewise Iraq. It has persistently ig- 
nored its OPEC quota because the cartel 
had ruled that its allotment should be far 
below that of its erstwhile enemy, Iran. 
True, Iraq needs oil money to repair its 
battered economy, but for the past two 
years it has been over-producing partly be- 








cause it wanted to prove a point, not just 
because it was needy. Saudi Arabia is the 
latest, and most ominous, newcomer to 
OPEC's internecine strife. It is over-shoot- 
ing its quota (by some 30%) because it is 
angered that some of its fellow members 
are stealing its market share. By so doing, 
Saudi Arabia will encourage the other 
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cheats to cheat a bit more. And so on. 

Suppose that OPEC did not exist: no - 
output quotas, no $18-a-barrel price tar- ` 
get. What would happen? Would oil-pro- - 
ducers all turn their taps full on? Would 
OPEC pump the close-to 30m b/d of which | 
it is capable, and prices rapidly slump to 
$5 a barrel? Conceivably. opec has been 
trying to restrain production for so long 
that it seems natural that output would 
shoot up if the cartel were abolished. 

But seasoned orec-watchers believe 
that the oil business has changed so much 
that a flood of oil is more likely if the car- 
tel hangs together than if it breaks up. A 
more plausible result of OPEC's non-exis- 
tehce would be that oil producers would 
divide into two groups. The first would in- 

clude Iran, Iraq and the other big 
spenders which have large popula- — 
tions to support. These countries - 
would try to make as much money ` 
out of their reserves as quickly as 
possible. 

Group two would include Saudi 
Arabia, Kuwait, the UAE and many 
of today's non-OPEC producers. 
With less pressing revenue needs, 
they might take a longer view, aim- 
ing for an oil price that balanced a 
steady stream of revenue against 
the need to spin their reserves out 
for as long as possible. With control 
of two-thirds of the world's known 
oil reserves, group two would domi- 
nate group one. Where might that 
leave oil prices? Individually, group 
two's members would most likely 
set production to ensure steady, 
long-term demand for oil. And that 
would move the price back towards 
what many oil-watchers regard as 
the "equilibrium" of $15 a barrel. . 

Today, oprec’s ill-conceived. 
quotas are distracting the group- 

two cartel members from pursuing 
the course of action that is in their. — 
own best long-term interests. In- 
deed, none of OPEC's cheats started 
over-shooting the cartel's quotas: 
because they needed the extra pet- 
rodollars. The cheats started cheat- 
ing because, in their different ways, 
they all felt they were getting a rot- 
ten quota deal. Scrap OPEC and the. 

root cause of competitive over-production. 

disappears. Í 

For the time being, OPEC will struggle 
on, divided. But as oil consumers again 
start to enjoy the benefits of cheap oil, car- 
tel members might ponder whether they — 
would have been better off if opec had- 
given up the struggle years ago, | 
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SINGAPORE 


INGAPORE is in trouble. Not the sort 
: of trouble that happens when GNP 
. growth slows down. Far from it: in 1987 
` its economy grew at a vigorous 8.896 and 
- at an annalised 1196 in the first quarter of 
: this year. No, the trouble is of the kind 
that occurs when, after 30 years of this 
||. sort of thing, you wake up to discover the 
|- embarrassment of wealth. 

. The island state grew rich thanks to its 
reputation as a first-class manufacturing 
centre for foreign investors. It is still that. 
But its very success has driven wages up to 
the point at which it cannot compete 
. head-on with Thailand and Malaysia. 
. With a GN? per head of $7,500 a year, Sin- 
-gapore is too rich to be a NIC. 

The prime minister, Mr Lee 
Kuan Yew, is well aware of this, and 
is trying to sell a new Singapore—a 
place partly of high-tech manufac- 
turing, but also of the services 
needed by multinational compa- 
nies setting up regional headquar- 
ters for South-East Asia. In July he 
described the Singapore-of-the-fu- 
ture as a ‘service-oriented economy 
not unlike the large hub cities of 
New York and London". This 
-month he will open a conference of 
1,000 senior executives from multi- 
-national companies. Its purpose is 
to define the hub-like activities that 
-such executives are supposed to 
find useful. Mr Lee also talks of 
making Singapore a "technopolis", 
most probably meaning that it 

would encourage the development 
of its fledgling science park, and 
make other efforts to build up its 
technical expertise. 














































































apanese added Y870 billion of equipment, 
iccording to Dataquest, a firm of American 
analysts. Demand for personal computers 
promptly crashed and with it demand for 
-the chips that go into them. Japanese firms 
- fought a battle of a thousand price cuts with 
the Americans. They took huge losses; all 
_but two American firms were driven out of 
-the market for memory chips. A vicious Jap- 
 anese-AÁmerican trade row began, and was 
followed by sanctions and a semiconductor 
rice-fixing pact in 1986. Since then fac- 
ries have been running below capacity and 
vestment has been, until now, weak. 
Look deeper, however, and the Japanese 
investment seems sensible. Although Amer- 
ica still has a variety of sanctions outstand- 
ing against Japanese goods, Japan's Ministry 
of International Trade and Industry (MIT) 
has been the real beneficiary of the trade 












On both fronts Singapore has quite a 
battle ahead. In services it lags behind 
Hongkong, because its banking business 
is stodgy. Foreigners prefer the light- 
handed regulation of Hongkong; Hong- 
kong also has a livelier stockmarket. In 
technology, Singapore has an unenviable 
task in trying to. provide something to 
match Japan, Ámerica and Europe. 

Mr Lee, though, is not despondent. 
His country has several advantages over 
Hongkong, quite apart from doubts about 
what happens when Hongkong becomes 
Chinese. Some of his hopes rest on Japan. 
There are about 15,000 Japanese residents 
in Singapore, compared with 9,700 in 
Hongkong. Indeed, there are as many Jap- 
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pact. In effect, it gave MITI the role of indus- 


try supervisor. MIT! can gauge production 
and ensure that no single company sparks 
off a glut and a price war. Nor is there much 
threat of Taiwanese competitors stepping 
out of line. These smaller companies know 
they will be the first to lose such a war. 

So far, the ministry is satisfied that all is 
well. Some of the investment will not create 
new capacity at all, but merely replace aging 
equipment. It makes sense to refit at the 
peak of growth. The latest forecast, pub- 
lished by an organisation of 56. big chip 
makers, says that the world semiconductor 
market will grow in 1989 by 10%—worse 
than this year’s figure of more than 30%, 
but certainly no slump. In 1991 the chip 
makers reckon the market will start to grow 
again. And it is not only mitt’s will that 
stands between this year’s boom a a d disas- 











anese in in Singapore as there are Britons | in 








Hongkong. 

Japan is challenging ORTA as the 
top investor in Singapore, and last year in- 
creased its investment by 64% to $494m. 
Nearly half of Japan's investment goes 
into chemicals and electronics, with 
Matsushita Electric recently announcing a 
hefty $290m investment in high. value- 
added projects, like clever devices for the 
automatic insertion of components into 
printed circuit-boards. Matsushita and 
Sony, which is the largest Japanese inves- 
tor on the island, are just the sort of com- 
panies that Mr Lee wants to attract. 

Singapore's attraction for the Japanese 
has much to do with the electronics and 
chemicals factories that are already 
there. Hongkong lags behind in 
these areas, depending heavily on 
textiles and other light industries. 
Singapore also offers pleasant liv- 
ing conditions and qualities of life 
that appeal to the Japanese. Like 
Hongkong, it has good shopping fa- 
cilities. Unlike Hongkong, it is 
strewn with golf courses and is 
clean and well-ordered. — 

Both city-states have an airport 
close to their downtown areas. But 
you can get to Singapore’ s in a cool 
20 minutes, while in Hongkong, 
traffic jams in the smelly harbour 
tunnel can delay quivering busi- 
nessmen by 40 minutes. In Singa- 
pore, taxis appear at the lift of a fin- 

ger. Hongkong taxis can least be 
od on when they are most 
needed. In the battle to be the exec- 
utive hub of South-East Asia, such 


things may matter. 


ter. The industry itself has changed. 
Demand has been spread over. more 
end-products. In the past chip makers' suc- 
cess often rode on the back of a single new 
device from the calculator in the 1970s to 
the personal computer in the 1980s. When 
sales of these gadgets slowed, the chip. mak- 
ers ran aground. Now they supply chips for 
all manner of things from computers to con- 
sumer. electronics. Broadly based markets 
lend stability. | 
At the moment, most semiconductors 
are used in computers, particularly PCs. Fax 
machines, laser printers, | engineering 
workstations and mobile telephones all gob- 
ble up chips. Falling prices for these goods (a: 
home fax machine can be bought in Japan. 
now for ¥70,000, or $520) will help broaden 
' the demand's base still further... f 
On the supply side, new manufacturing 
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patterns and fiddly technology are smooth- 
ing out the silicon cycle. Supply is more flex- 
ible than it used to be because companies 
tend to add capacity for non-specialist chips 
in the short term by contracting-out rather 
than building their own plants. Mitsubishi, 
for example, makes some of Intel's memory 
chips. The Taiwan Semiconductor Manu- 
facturing Corporation lives by making chips 
for other companies. 

At the end of the 1984 boom, makers 
managed to raise yields (the measure of how 
much output is fit for use) from 30% to 90% 
in a year. That flooded the market with 
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chips. This time, firms making the new gen- 
eration of mass-market memory chip are 
finding it harder work because these chips 
are technically more demanding to make. 
After a year’s practice, even the most ad- 
vanced firms’ plants are still yielding less 
than 50%. Asa result, supply may rise slowly 
next year—and will probably not balance 
demand until summer. 

Oddly, the only threat to Japanese chip 
makers is technology. Coming generations 
of chips are likely to be so advanced that 
they will have to wait for designers to invent 
the goods that need them. 





British textiles 


After the recovery 


INDUSTRY PR 


^ large part of the “British miracle" has been achieved by old manufactur- 
ng industries putting right the mistakes of the past. But what next? This 
article looks at the answers to that question in one of the biggest and oldest 


British industries, cloth and clothing 


RITAIN'S cloth and clothing industry, 

which at the turn of the decade was in 
the depths of recession, has enjoyed five 
years of uninterrupted growth in profits, 
partly because it has benefited from the 
growth in the economy as a whole, partly be- 
cause of its own retrenchment. 

Since 1980 pre-tax profits have grown 
on average by 2596 a year. Profit margins 
have increased from 196 in the early 1980s 
to an average of 1096. In the industry's most 
profitable areas, companies are making 3096 
of turnover. Last year sales reached £13 bil- 
lion ($21 billion). 

Much of this has been achieved by a 





Starting to measure up 
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new generation of managers taking over to 
correct the’ mistakes of their predecessors. 
The new men, like Sir Christopher Hogg, 
chairman of Courtaulds, owe some of their 
expertise to business schools. Others, like 
Mr David Alliance, the chairman of Coats 
Viyella, or Mr Alan Lewis of Illingworth 
Morris, are self-taught entrepreneurs. They 
laid off thousands, reduced the huge stock- 
piles of fabrics inherited from the past, im- 
proved cash flow and, with the money thus 
generated, paid off debts. 

Instead of churning out cheap polyester 
dresses by the rackful, British textile compa- 
nies began to make more fashionable 
clothes, curtains, sheets and towels. 
Quality went up and delivery times 
went down (prices went up too, but 
people were willing to spend more on 
good clothes). Textile firms were 
forced to learn a new way of doing 
business by their customers, the retail 
chains. Five years ago most retailers 
would order all their goods for a new 
season before one garment had been 
sold. Now they wait to see what sells 
best before placing a complete order 
with the supplier. To do business on 
such terms, textile firms needed ma- 
chines capable of switching quickly 
from one style to another. 

Unfortunately, this was just what 
they did not have: during the early 
1980s the previous generation of 
managers had slashed capital spend- 
ing to preserve cash flow. They 
seemed caught in a vicious circle. De- 
mand was then falling and cloth pro- 
duction in 1984 was 25% down on 
the level of 1979 and over one-third 
down on 1974. But during this time, 
other European textile companies 





b m, “a á 
- : i4 








BUSINESS. 


were buying new, faster and more efficient — 
machines. One of the main jobs of the new 
generation of managers has been, on the - 
one hand, to retrench painfully while, on 
the other, restoring capital spending to lev- 
els that would allow their companies to get 
back on equal terms with the rest of Europe. 
They have done it with reasonable suc- — 
cess. In 1981 Britain's textile companies in- — 
vested £225m in new equipment; in 1987, — 
they spent 5596 more in real terms. It used - 
to take 142 days to change a pattern ona 
laceemaking machine. Now computer- — 
driven lace-making machines can change — 
patterns instantly, simply by changing a - 
cassette. E 
The past four years have also been 
marked by consolidation. This was triggered - 
in part by the emergence of bigger, more 
powerful retail groups—the merger of 
Conran's Habitat-Mothercare with British — — 
Home Stores, for instance—which required _ 
bigger suppliers. Some 3096 of the textile in- 
dustry's sales are now accounted for by just 
four companies: Coats Viyella, Courtaulds, — 
Tootal and Coloroll. E 
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Upmarket and overseas 


Having done all that, what does the industry 
do next? It is running into trouble again. - 
With the pound rising, imports increased by 
11% during the first half of this year. New — | 
competitors are emerging. Turkish exports 
of household textiles to the EEC were up — 
80% in the first half of 1988 compared with 
the first half of 1987. 

According to Mr Martin Taylor, the — 
boss of Courtaulds' textile division, the 
surge in imports has prompted a new round - 
of cuts in labour-intensive bits of the indus- 
try. Courtaulds recently closed four spin- 
ning mills in Lancashire, shedding 670 jobs. — 
Corah announced it was withdrawing from — 
knitwear production, with 1,100 job 
losses—though this is partly because knit- 
wear is now unfashionable. And Coats Vi- 
yella, having shocked its shareholders by an- 
nouncing a 6% fall in pre-tax profits for the 
first half of the year, says it will close one of 
its biggest factories, at Mansfield, Notting- 
hamshire, with the loss of 800 jobs. 

Marks & Spencer, Britain's biggest pur- 
chaser of clothing, used to make much of - 
the fact that all its goods were made in Brit- 
ain. It now plans to source an ever larger - 
proportion of its goods abroad, in order to 
get the lowest price possible. British suppli- 
ers have been told they can keep M&s's busi- — 
ness only if they themselves do the overseas. 
sourcing—ie, buy not only the cloth but also 
the completed garments abroad. About 
10% of Coats Viyella sales come from East 
Asia. The company plans to increase that by 
up to a quarter for some goods. Courtaulds _ 
has also set up offices in East Asia to buy in. ; 
the cheapest raw materials. | 

Worst of all, the big firms fear that the _ 
growth in consumer spending on clothes— 
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vo summer sales, retailers have been a to 
ell their stock only by offering huge dis- 
ounts. At the same time the burst of inven- 
veness by British retailers that marked the 
1id-1980s is fading. In that period Hep- 
orth was attracting new customers by 
*furbishing itself into the more glamorous 
nd interesting Next; Next has just an- 
nounced that its pre-tax profits were flat 
during the first half of 1988. Textile compa- 
nies look gloomily at high interest rates and 
the coming fall in the numbers of young 
eople—big buyers of clothes—and brace 
hemselves for a drop in spending on their 
products. 

Perhaps surprisingly, most textile com- 
ies believe that they are resilient enough 
withstand these strains. They reckon they 
an find new ways to boost their profits: 
'ashion" goods (ie, the part of the mar- 
et with more than four "seasons" and thus 
iore than four inventory changes a year) 
ill continue to grow more rapidly than the 
st of the clothing market. "Fashion" is 
ore import-proof and already accounts for 
ore than half of the British clothing busi- 


Exports (particularly i in bishenoét goods) 
n be increased to the rest of the EEC, to 
ion-conscious Japan and even to South 
rea and Taiwan, which recently dropped 
tariffs on cloth and clothing imports. One of 
reasons that Vantona Viyella merged 
ith Coats Patons in 1986, was that 
antona Viyella, which was making only 
)% of its sales overseas, wanted the use of 
ading links established by Coats, which 
is 70% of its sales overseas. 

British cloth and clothing exports to Ja- 
in are expected to exceed £200m this year, 

ared with £149m in 1987; exports to 
:uth Korea and Taiwan will be more than 
10m, compared with virtually nothing in 
185. ‘Again, this is good, but not that good. 

ompare Britain's $2.2 billion deficit: in 
rn and cloth in 1986 with the $1.5 billion 
trade. surplus run that year by West Ger- 


Foreign trade 








.1980 81 82 83 84 85 86 87 88* 
Sources: British Textile Confederation; Department of Trade and Industry — 








to shops around the world. d 
. The British textile industry has, how: : 
ever, one big handicap compared with: de 


~NEW YORK 


"RUMP Tower, Trump Parc, and 
Trump Plaza—and now the Trump 
Shuttle. Mr Donald Trump, a publicity- 
shy New York property developer, has 
agreed to buy the Eastern Airlines shut- 

| tle from Texas Air. For $365m. Mr 
Trump will be getting a small but lucra- 
tive airline. The East-coast shuttle which 
flies people between New York, Boston 
and Washington was Eastern's crown 
jewel. Indeed it was its only jewel. Its 
other operations lose money. 
i 
| 
| 








Apart from his zeal to see his name up 
in the air as well as on the ground, Mr 
Trump wants an airline to carry people 
to his glitzy casinos and hotels (to the roll 
call of which he recently. added. New 
York's Plaza hotel). Besides purchasing 


- 17 aircraft, the new deal gives him arrival E 


and departure slots at the three cities’ 
airports. These slots, which are difficult 





many. West German cloth and dong 
companies also have gone through a radical 
restructuring and have managed to increase 
exports by 150% since 1980; in that time, 
British exports have risen only 50%. 

@ The next source of hope is overseas manu- 
facture. British companies have bought 
more supplies from abroad and have tried to 
increase their turnover there; but, on the 
whole, they have not increased their over- 
seas manufacturing. Since few of their cus- 
tomers have global operations, there seems 
to be little advantage in setting up textile 
manufacturing plants abroad. There are, 
however, a few exceptions. Courtaulds re- 


cently bought Liberty Fabrics, an American 
stretch-underwear business, to supply Tri. 


umph and Playtex, which sell their products 


New trouble at t'mill British cloth and clothing 


Value added 1987 M; 


Clothing 36 EN — Wool textiles 11 
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| 
to get, will allow him to spread his wings | 
further (to Atlantic City, for instance, | 
where he owns two casinos). - | 
Mr Trump is by no means the first to | 
try to create a travel-service group offer- 
ing hotel beds and airline seats. United | 
Airlines, America’s biggest airline, has | 
already tried this—and failed. It owned | 
the Hilton International and Westin ho- | 
tel chains and aimed to offer customers a 
shop in which they could book not just a 
hotel room but the flight, and several pe- | 
ripheral services too. This strategy came . | 
under attack from impatient investors 
and corporate raiders; the airline was 
eventually forced to sell off its hotels and 
stick to flying aeroplanes. The supposed. 
synergies between the hotel and travel - 
businesses have proved elusive. Can Mr - 
Trump out-trump everybody else? Or is - 
this the last trump? 





West European rivals. The influence of a 
single large retailer—Marks & Spencer— 
has helped clothing manufacturers in Brit- 
ain at the expense of the cloth makers. In 
the rest of Europe it is the clothing-makers 
that have tended to suffer, squeezed by 
imports. 

Because it takes far more people to 
churn out dresses and trousers than yarn 
and cloth, clothing manufacturers are more 
vulnerable to imports from low-wage. coun- 
tries. What is more, clothing-makers won't 
be able to automate their way out of this 


.problem until scientists invent robots that 


can’stitch cloth together. To stay. ahead, 
Briti ho companies will have to play the 
ipmarket game even harder—convincir 
mers all over the world to buy moi 
Tring ju juthpers; Dorma bedlinen, Jae- 
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If the Market never sleeps, when can 
the Fınancial Director go to bed? 


Unless you're happy to work a twenty 
four hour day, its impossible to keep up with 
the sudden peaks and troughs of the world’s 
currencies. 

Overnight that safe as houses overseas 
investment can become a house of cards. 

But there is a cure for this high risk 
nightmare. 

Talk to NatWest. Because Risk Management 
is our business. And this is how it can work 
for yours. 

We'll assign you an Account Executive. 
Working with our Treasury Specialists he'll 
build you a strategy that minimises your risk 


and maximises your opportunities. 


This strategy would include various finan- 


cial instruments. 
They could range from foreign exchange to 
loans and deposits, currency swaps to options. 


Its an action plan that provides the most 


rapid response to the ups and downs of fickle 
currencies. Because, round the clock, round 
the world NatWest is dealing in all the key 
financial centres. 

Operating in 36 countries, with a AAA 
rating and an asset base of over US$160 billion, 
NatWest can see every move the market makes. 

So we can act instantly on fluctuations in 
exchange rates. Action that can make all the 
difference to your bottom line. 

Discover how Risk Management can help 
put your mind at rest. 

Call your local Chief Manager at National 
Westminster Bank PLC: in Hong Kong Roger 
Lacey on 852 5-247071; in Singapore Mike 
Brigden on 65 2204144 or in Japan Tony 
Hodge on (03) 216-5301. 


Risk Management by NatWest « 


The Action Bank 





Australia: 177326 - Bahamas: NS20111 - Bahrain: 8559 « Belgium: 21208 « Canada: 06-22572 « Federal Republic of Cermany 416500 » France: 210393 - Cibraltar: 2114 - Greece. 216673 - Hong Kong 61672 - Ireland: 25166 
Italy: 320663 - Japan: 28292 - Malaysia: 33044 - Monaco: 489588 « Netherlands: 50641 - Singapore; 28491 « South Korea: K33 282 - Spain, 23572 - Sweden: 15050 - Switzerland: 812186 - UK: 885361 - USA. 233563 - USSR: 413258 
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: B | The qualities that separate a good bank from a great bank have ~ 


; nothing a allto do with size. At Creditanstalt we com ine innovati 
o ir thinking with personal service and traditional Austrian discretio 

















Our rapidly-growing list of clients is increasingly impressed by 
the diversity of our skills. From East-West countertrade (where we - 
are second to none) to sophisticated financial instrumentsinthe 
Euromarkets, Creditanstalt is earning a reputation for creative, 


efficient solutions. 
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Are single column 
AI 21 ads effective? 
Absolutely not, said our advertising agency. 





Spread your message across two pages, they said. 
newsprint, they said; it's deadly dull. You're selling 
a rainbow, they said, and you need the gloss. 
We listened with wry amusement. These 
advertising people tend to get carried away at times. 
"We're not selling a rainbow any more than we are 
| selling ice to the Eskimo,” we said. “We're telling 
to make profits on the world's major stock markets 
AND enjoy the safest offshore benefits for his 
The art director's face fell. “Offshore Rainbow 
= ] tati kill Bonds," he said, "surely require a rainbow visual. 
Imp emen on S l S, Something to catch the investor’s eye, capture his 
We shook our heads. “This concept will appeal to 
his intelligence, not his imagination," we said. 
e E 
judgment and showing pretty name, are tangible, realistic vehicles for 
making a great deal of money. Innovative they may 
want to investigate them further." 
people There was a heavy sigh from the art director. 

2 h t d ? We detected a note of sarcasm. 

IS W a W e 0 E The marketing manager was quietly confident. 
today by underestimating the intelligence of the 
public," he said. “Those who want to make money 
potential of Offshore Rainbow Bonds. However, if 
you insist, you may draw your usual pair of scissors 

"In colour?" smiled the art director. 
"Black and white will do nicely, 


Use bags of colour for maximum impact. Avoid 
the serious investor about a unique and simple way 
Improving your money. Understand? 
e imagination, you know." 
developing your 
"Offshore Rainbow Bonds, despite their rather 
ou how to motivate be. Unique they most certainly are. But it’s logic, 
y not impulse, that will make the thinking investor 
"Will logic make him fill in the coupon?" he said. 
"Eagle Star International has not got where it is 
will almost certainly wish to investigate the unique 
on the corner of the coupon." 
thank you," we said. 


Eagle Star International, 
Hillary House, Prospect Hill, 
Douglas, Isle of Man, 
————————  BEMISE MEO. 

Eagle Star Tel: 0624 20601 
INTERNATIONAL Fax: 0624 20558 


Membership of LI applied for. 
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Gaining International Competitiveness with 


Please send me further details of Offshore Rainbow Bonds. 











| Name 
| Addres 
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tranquillisers 


RUGS companies used to live comfort- 


able lives on the worldwide monopolies 


they held on most of their products. The 


moneymaking life of a typical medicine ran 
for a decade or more. Patents prevented 
imitators from selling generic versions of 


drugs. Rivals would take years to develop a 
superior version of a novel product. In those. 
sepia-tinted days pharmaceutical companies 


used to behave politely towards each other. 


They respected each other's markets, re 


frained from attacking each other in ad- 


vertisements and did not bid for each other. : 


Those days are gone. 


During the past few years new redit | 


y has raised the pace of innovation. Be- 
cause many of the drugs companies are pur- 
suing similar goals, it is often unclear which 
of them discovered a particular drug first. 
Legal battles over patents are now common- 
place. The profitable lifetime of a new 
pharmaceutical has dropped to a few years. 


Drugs companies are now prepared to at-. 


tack each other's markets head on. 

A fiery example is the ecd now being 
waged for a stake in the annual $1 billion-2 
billion market in anti-heart-attack medi- 


cines. In recent years about 20 companies. 


have developed drugs which can stop heart 
attacks while they are in progress. These 
drugs work by triggering the body's own 


blood clot-dissolving processes, unblocking. 
the coronary artery and restoring blood flow 


to the heart. | 
Genentech, a biotechnology firm based 


in San Francisco, has Activase (TPA), which | 
was first launched in America in November 


.87. Beecham, a British drugs firm, has 
-..ainase, which is available in Europe and is 
due to be launched in America next year. 
Both expect to get a big share of their future 
profits from these new drugs. Other clot- 
busters have been developed by Wellcome, 
another British drugs firm, and Hoechst, a 
big West German company. Only Beecham 
holds an undisputed patent on its product. 
Genentech's Activase patent has been chal- 
lenged by about 30 drugs companies in 
America, Britain and Japan. 

Nobody really knows yet which drug 
does the job best, but it is clear that they 
work. Three recently published clinical 


studies suggest that this type of drug can in- 
crease the chances of survival after a heart. 
attack by up to 47%. Most of the drugs Font. 













- Last week we said that Mr Mark Fowler i is the dair || | 

man of America's Federal Communications Corm- 
mission. Mr Fowler was a chairman of the rec butis | 
so no longer. The post is currently held by Mr Den- 
- nis s Patrick. Apologies all round, ` 











| ae directly to the consumer. 


rtising its wares i vige 


Beecham recently agreed to co-market 


Eminase in America with Upjohn. Together 
-the two firms will employ 1,000 salesmen for 


the 9,000 hospital doctors who are likel y to 
prescribe the medicine. ` 

Genentech has built up a marketing 
staff about the same size as the top four 
American pharmaceutical firms. This year it 
took an eight-page “educational” advertise- 


ment in Time magazine. It has also sent pro- 
*. motional videotapes to 1,000 hospitals. Pro- 
"paganda on Activase. is pumped out to 
~~ Lifetime cable TV's 35m American subscrib- 
. ers. In July this year Genentech offered 
~ Activase free to hospitals that prescribed 


the drug to poor people; it hopes to encour- 
age hospitals to prescribe the drug to richer 
patients. Distributors have been offered spe- 
cial deals. Mr Peter Drake, a drug-industry 
analyst at Vector Securities in Chicago, 
reckons these promotional tactics will help 
push Activase sales in America to $175m in 
1988, tripling Genentech's annual sales. A 
decade ago drugs companies did not expect 
to make more than $50m in sales worldwide 
in a product's first year. 





European management 


Discordant national anthems 


PARIS — 


National rion in Europe are fallin 


won't pur what country you are om, so lon 


you do. O 


rance, Brita 


OP French managers are known. for 

brain-power tuned in one of France's 
highly competitive grandes écoles. For years, 
you were nobody unless you had been 
trained at the Ecole 
d'Administration or the Ecole Poly- 
technique, a technology and engineering 
school. Graduates of the Ecole des Hautes 
Etudes Commerciales or even of business 
courses from the better universities are 
slowly being admitted | into this 
"nomenklatura"— a Paris-based elite that 
dominates French finance and industry. 

Once in, a manager may move from firm 
to firm, from bank to government and back. 
Mr Jacques Calvet, head of Peugeot, ran Mr 


Valéry Giscard d'Estaing's private office 


when he was finance minister before going 


on to run. Banque Nationale de Paris. Mr 


Roger Fauroux, the current minister of in- 
dustry, used. to run Saint-Gobain, a glass- 
and-packaging company, before taking over 
ENA. Technically competent French indus- 


cutting seems inevitable. Drugs compan 


^ drug—$2,200 a course—to recoup 





pat Consider four distinctive management styles” 
est Germany and Italy. | 


Nationale . 


it: "I don't see the dinosaurs changing, | 
































































In this new world of competition, pri 


are not used to that. Genentech, which d 
not foresee so much competition, is charg 
ing an exceptionally high price for it: 


$200m it spent on R&D. Hoechst's prod 
sells for $200. Beecham's costs about $1, 
a shot. Customers, who never used to q 
the cost of novel life-saving medicines, a 
now doing so. The Reagan administrati 
has already decided that Medicare, the. 
erally financed health scheme for the ò 
cannot afford Activase. Most hospitals. 
Europe will find it hard to justify paying. 
much for Activase when it has yet to sh 
clear benefits over its rivals. 


j; companies are going global. Soon 
as you are good at w 


trialists often seem like brigade comma 
ers. No surprise. The Ecole Polytechniqu : 
a military school. 

This system produces brilliant analysts 
and planners with a clear sense of strateg 
A weakness is often poor implementation. 
because companies do not always respond t 
crisp orders from the high-brows on high. 
Promotion from the middle ranks is ra 
and many of France's biggest compani 
have an "us and them" feel. 

This is a caricature, to be sure. lt is not 
true of smaller “entrepreneurial” com 
nies, nor of many service industries, es 
cially big retailers like Darty, Leclerc, Ca 
four, where being close to salespoint an 
customers is essential. But itis not so gr 
tesque a caricature as to be unrecognisabl 
French business traditions remain strong; 
Mr Philippe Haspeslagh of INSEAD, on 
Europe! s best-known business schools, p 





they occupy a bit less of the landscape." 
81 



















ood position to observe ie tribal 
abits of European companies: 30%. 
f their students..are French, 46% 
om other European ¢ countries. r 








ritain's high-flying amateurs 2 
Big British industrial companies, like 
rance's, also tend to favour the all- 
round. administrator. The same is 
true in the British civil service, al- 
hough there is much less movement 
etween industry and government in 
Britain than. there is in France. 
Though there is no exact equivalent 
f the French grandes écoles in Brit- 
n, Oxford and Cambridge Univer- 
sities provide a similar kind of old- 
boy network. The British stress social 
and political skills, with a little bit of 
counting and economics thrown in, 
perhaps by in-house training. 

S typical large company identi- 
fies its "high-fliers" when young and puts 
m on to “fast-track” promotion. A sim- 
le model would be a skyscraper with a fast 
sev reserved for tomorrow's top manag- 
. Middle managers move. slowly from 
Gor to. floor. The privileged few are 
hisked quickly up to the penthouse offices 
=the top, working briefly in each of the 
mpany's divisions as they go. By the end, 
is ensures a strong overall feel for the com- 
ny's operations. But, on a two-to-three 
r rotation, young managers do not stay 
g enough anywhere to see the conse- 
quences of their actions. 


































































orsprung durch Technik 

est Germany is different from either Brit- 
n or France. Industry at almost all levels 
s on a strong educational tradition of 
chnical subjects.in high school and train- 


ng. Typically, they come in with a technical 
degree, often through a research depart- 
nent. They stick to their skill, working 
slowly upwards. 

The best managers can hope to become 
directors in their late 40s or 50s (much older 
than their British or French equivalents, 
though the average board age may be drop- 
ing a bit). Only then do responsibilities 
widen. Banks as well as big industrial compa- 
ies give directors a regional as well as a 
functional responsibility. In a big chemical 
company, for example, a director may have 
"Latin America plus paint". The idea is to 
make sure that each director keeps in touch 
th the boring details. 

: The benefits of the West German sys- 
em are a strong sense of company loyalty, 
'oard consensus and technical competence. 
blems can come when companies diver- 
ify. An example may be Daimler-Benz, a car 


lectronics.- 
The West. German stereotype has re- 


g colleges. Managers get on-the-job train- 


ompany spreading into aerospace and. 







gional variations, according to Mr Hans 
Werner of INSEAD. There are typical “Prus- 
sian” companies like Mannesmann and 
Veba—large, well run bureaucracies, where 
soon-to-be directors are called Prinzen. And 
there are Swabian companies like Bosch— 
no less hard-driving, but with a less auto- 
cratic, more personal and thriftier style. 
Whatever the regional flavour, though, 
West Germans all tend to agree on one 
thing: they are allergic to business schools. 


Most German businessmeti simply do not 
accept that there is something separate and. 
teachable called “management”. Hardly any 


top German managers have MBAs. Germans 
with business degrees tend to run manage- 
ment consultancies. As in Japan, so in Ger- 


. many, managers look down on. business 


schools on the principle that "those who 


can, do; those who can't, teach”. A few com- 
- panies areasking if they should hiré more 


MBAs, but without much conviction. 
Bravi ingenieri 
Like West Germany, Italian industry favours 
technicians and distrusts administrative 

elites. Though businessmen and govern- 
ment officials rub elbows on the 7am Milan- 
Rome shuttle, they tend not to swap each 
other's jobs, as in France. Italian business 
cards often begin "Ingeniere" or “Dottore”, 
Italy has few business schools, apart from 
Milan's famous Bocconi University. Fiat has 
its own school at Marignano. Olivetti does 
in-house training. 

Italy's old regional division still counts. 


In the south, where public-sector firms are. 
strong, promotion depends heavily on poli- 


tics. In the north, where the business is, 


things are different. Sticking with your firm 
used to be the rule. At the top, it still is. Ita- ^ 


ly's few big private groups tend to be run by 
small teams loyal to the boss: an Agnelli, ¢ 


t, 


Gardini, or a De Benedetti. But in the man- 


agement level just below, there i is now a lot 




















of movement from firm to firm, according to 
Mr Corrado Maturo of ORGA, Italy’s oldest 
and biggest head-hunting firm. The 
strengths of the Italian manager, he thinks, 
are hard work, a good sense of strategy and 
an ability to take quick decisions. The weak- 
ness, except at the very top, is that managers 
still think in provincial terms. 


Mix and stir 

Merging these cultures need not be impossi- 
ble. There are a few truly mixed big compa- 
nies. Unilever and Shell, both Anglo- 
Dutch, come to mind. Interestingly, many 
Dutch companies use the same “fast-track” 
promotion as the British. Asea Brown 
Boveri, the new Swiss-based conglomerate 
has Swedish, Swiss and German managers. 
But for many big European firms that | 
merge, perhaps with “1992” in mind, differ- 
ences of national management culture will 
create tricky, often unexpected, problem 
How do you translate grades? How do you 
merge a company from a country which fa- 
vours swift, generalist promotion with one 
that moves technicians slowly? 

And as every European businessman 
knows, what may affect your career most is 
your passport. Mr Lindsay Owen-Jones, who 
is British, has just taken over as head of L'O- 
réal, France's and the world's biggest cos- 
metics company. He stands out as an excep- 
tion. The Americans are probably better 
than the Europeans at putting foreigners in 
charge of their foreign subsidiaries. The 
boss of Morgan Guaranty in Paris is French 
and most of his staff are European. The Jap- 
anese are probably more nationalistic in 
promotion even than the Europeans. In Ja- 
pan, Europe and. America, the top slots in 
the home company are alniost exclusively re- 
served for nationals. Capital may now be 
global, but labour is a long way from peng 
s0, even in the boardroom. . 
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As you can see, things are looking good on quite a number of fronts. 
Of course, no-one can say for certain what will happen in the future. 






outlook for stocks and shares is far from dull. 





tage of improved conditions wherever they may happen. 






basis of how well particular markets are performing. 






provide both high income and capital growth. 










£12 billion worth of funds were invested in their care. 






. you can start with as little as £1,000 or US $1,500. | 







knowledge that your money is in good hands. 


> receive distributions half-yearly. 













. ts deducted weekly from income. You can sell back units on any dealing day at 
doe brave not less than: the realisation price calculated 1 dn terms of the Trust. Deed. 
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Douglas, Isle of Man. Telex: 627153. Tel No: (0624) 23252. 

I/We apply to invest £/US Samm in accumulation*/income units* in Barclays Global Income Fund, 
ELUS Saem in accumulation*/income units* in Barclays International Equity Fund (minimum £1,000/ 
US $1,500) and enclose my/our remittance for this amount. 

All payments should be in sterling or dollars. Payments from non UK bank accounts should be made by 
banker’s draft. * Delete as appropriate or accumulation units will be issued. 

Income on accumulation units is automatically reinvested and is reflected in the price of shares on 
subsequent dealing days. 

I/We understand that this amount will be invested in units at the offer price ruling on the date of receipt 
of this application. 

As at 4 October 1988 the respective offer prices for sterling income and accumulation units in Global 
Income were 44. 5p and 46.4p and in International Equity were 124.8p and 128.35. 

I We declare that 1 am/we are over eighteen years of age. For joint applications all must sign. 














Signed 
Full Name(s) 
Address de — f a mE EHBSHOIHY 
: ^s "4 . wi 
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. An initial paris óf 55 is made PUE t x includedii in the offer price of the 
units. The annual charge of 196 (plus VAT) of the net asset value of the Trust 
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But with many observers confident the present climate will continue, the 
And if you invest with Barclays Unicorn International, you can take advan- 
Our Global Income Fund, for example, invests around the world on the 

With its balance of company shares and fixed income securities, it aims to 


If you'd rather forgo income to concentrate on capital growth, however, 


- Our advisers are Barclays de Zoete Wedd Investment Management 
Limited, one of the world’s leading: investment houses. At the last count, 


To invest in our Global Income Fund or our International Equity Fund, 


The price of units and the income from them can, of course, go Ud SUR 
as well as up; you should regard your investment as medium to long-term. 
With Barclays Unicorn International, however, you'll be safe in the 


The estimated annual income yields of Global Income Fund and 
oe . International Equity Fund are approximately 4.5% and 1.1% respectively 
i au i a of management charges and any withholding tax which may have been 
[^ : incurred in the country of origin on some of the fund income. Income unitholders will 


‘Te: Barclays Unicorn International (Isle of Man) Limited. (The Wanara 1 Thomas Street, | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
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These investments have not been registered under the Securities Act af 1933 of the United States of America and they are not available 
either ies or indirectly to residents af ei er citizens in the USA. sts territories or possessions, 

























The Directors of Banco de Bilbao and 
Banco de Vizcaya are pleased to 
announce that with effect on Ist October 
1988 their two Banks have merged to 
form a new Bank to be named BANCO 
BILBAO VIZCAYA,S.A. (BBV 

The merger, which has already received 
the necessary shareholders’ and 
regulatory approvals in Spain, has been 
| accomplished under the Laws of Spain. - | 
. BANCO BILBAO VIZCAYA assumes by 
universal succession all the assets, 
iabilities and undertakings of both 

- Banco de Bilbao and Banco de Vizcaya 
-and these two present banks have been 
automatically dissolved. 

The rights of customers and employees 
- will not be adversely affected in any way, 
and the merger will enable BBV to 
enhance its range and quality of 





AND | 
BANCO DE VIZCAYA, S.A. 





















customer services and to provide wider 


career opportunities to staff. 

BBV is powerfully represented in all 

sectors of the market and is Spain's 

leading bank in retail, corporate, | "CY 
investment and international banking - 





operations. As befits its international role, 








. BBV has an extensive overseas ne work 


of branches, subsidiary banks anc | 
representative offices worldwide an 
with. particular focus on countries of the 
‘uropean Community. 
The. merger between. Banco de Bilbao 
and Banco de Vizcaya on eq ial terms is 
in the opinion of the Directors an unique 
opportunity to create in the form of. 


BANCO BILBAO VIZCAYA a truly 






























universal and competitive bank for the 


benefit of shareholders, customers and 
staff alike. 
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Big Bang in Britain's high street 


EREGULATION, scatter-gun. expan- 
sion, devilish competition, skin-thin 
profit margins, job losses. Sounds familiar? 
Right. Everything that happened during 
and after Big Bang in London's wholesale se- 
curities markets is about to be replayed in 
Dritain's retail financial markets. Banks, 
building societies and insurance companies 
' competing keenly in each other's terri- 
tory. So, too, are mortgage companies, high- 
street stores and credit-card firms. Once 
again the new world will be painful for many 
of these firms; but consumers will gain. 
Everybody, it seems, wants to be every- 
thing to all men. For example, Commercial 
Union, an insurance company, has bought 
the private client bit of Quilter Goodison, a 
stockbroker; Lloyds Bank now owns a chain 
of 500 estate agents; Save & Prosper, a unit- 
trust group, has launched its own credit card 
(charging lower rates of interest than most 
others). Royal Life, part of the Royal Insur- 
ance group, sells unit trusts and mortgages 
and owns an 800-branch estate agent. 
Under a new law, building societies can 
do more than simply finance house pur- 
chases. Most now sell insurance; several.— 
eg, the Halifax and the Leeds—provide un- 
secured personal loans and credit cards; two 
offer interest-bearing current accounts; the 
Cheltenham & Gloucester sells shares. - 
Britain's big high-street retailers are also 





OBE 









x 
3 ^ 
i^ 
xcd EA 


T TEASE 


muscling in. Marks and Spencer, a depart- 
ment-store group which already makes per- 
sonal loans, unveiled an in-house unit trust 
this month. Burton, a clothing retailer, of- 
fers mortgages and insurance to its 2.5m 
cardholders; its six share shops, which nes- 
tle inside its city-centre stores, have 20,000 
regular customers. The retailers apply the 
same policy to financial products as to cloth- 
ing: they farm out production to “manufac- 
turers’, concerning themselves with the 
packaging and marketing. Their advantages 
are both trusted brand names and friendly 
premises. 

Competition is hottest in two areas— 
mortgages and the market for the public's 
cash deposits. Everybody is fighting for a 
slice of Britain's mortgage market, worth 
£40 billion ($68 billion) a year in new lend- 
ing. Financial firms believe that once 
hooked with a mortgage, customers can be 
persuaded to buy their other services—in 
particular the profitable life assurance poli- 
cies which are tied to most British mort- 
gages. This explains the extraordinary £2 
billion swoop, over the past two years, by 
banks, insurance companies and building 
societies on Britain's estate agents. 

Estate agents have all the trimmings: 
they normally lounge in prime high-street 
premises, open longer than office-hours and 
are visited regularly by the public. Of Brit- 





ain's 16 biggest building societies, 14 hav 
bought chains. Estate agents are responsi 
for selling nearly 1096 of all Britain's mo 
gages; Abbey National believes that in fi 
years this will rise to 2096. | 
For building societies, worried by thei 
declining share of the mortgage market, e: 
tate agents are a defensive purchase. Th 
cieties have not been deterred by the pi 
lic's poor perception of the probity of mos 
estate agents. Boughtup estate ag 
achieve a “conversion rate" of aro 
20%—ie, that proportion of house-buyer. 
get their mortgage from the same firm. 
Hambros, a merchant bank, has d 
better than most of the building societies 
achieving a 40% conversion rate for its 
chain, Hambro Countrywide. This has been. 
the most profitable of the new chains, mak 
ing £25m last year. The merchant bank has- 
placed financial consultants in its 500. 
branches, trained to sell mortgages and life 
assurance to house-buyers. Together with | 
Guardian Royal Exchange, Hambros has set. 
up a new life assurance company. Wisely, 
Hambros tries to sell only those few services 
that it thinks it can do well. A 
Building societies are getting into estate - 
agency not just defensively but also to diver- 
sify. The two building societies that hav 
tried hardest to become broad-based finan- 
cial firms are Abbey National and Nation 
wide Anglia. Abbey reckons that. to com- 
pete effectively it needs to escape tl 
constraints of the Building Societies Ac 
becoming a public company; Nationwi 
Anglia (like the other leading societ 
wants to spread without losing its mutu 
status, |». ^ 
Nationwide Anglia's expansion is a 










































































Sources: Boston Consulting Group; C350 


Flexaccount, a current account with a 
cheque book that pays interest. Flexaccount 
and a similar account offered by Abbey Na- 
tional lose the societies money. Unlike the 
clearers and their more profitable high-in- 
terest accounts, these two building societies 
ay interest without insisting upon a mini- 
um balance. The costs of processing the 
aperwork are high, since there is no limit to 
he number or the amount of the cheques 
hat account holders can write. Nationwide 
nglia now has over 700,000 current ac- 
ounts. The society says that Flexaccount 
ill break even at 1.2m, but points out that 
is already bringing in new customers who 
re buying other services. 

Painful though they may be for the 
uilding societies that pioneer them, inter- 
st-bearing current accounts are a 
mebomb under. the clearing banks. Brit- 
in’s big four banks watch with horror as 
jore and more of their customers move to 
ibbey National or Nationwide Anglia. The 
learers know that if they do respond and 
lug it out with the building societies, they 
All suffer from their portlier costs. Building 
society offices are in less prestigious and 
€heaper sites; their managers get paid less; 

and while clearers still carry out many op- 
erating functions in branches—such as pro- 
cessing cheques and  mortgages—most 
building societies have centralised paper- 
‘work in their head offices, leaving their 
branch staff more time to talk to customers. 
— It costs the clearing banks about 7% in 
“overheads to take in deposits. So provided 
he cost of funding in the money market is 
igher than 7%—it is currently about 
96—the clearers, the TSB and the Scottish 
yanks do nicely out of their £36 billion of 
nterest-free current account deposits. Some 
ecent research by an investment bank, 
Barclays de Zoete Wedd (owned by the larg- 
.est clearing bank), predicts that if these 
banks were to pay the 4.5% now paid by the 
two building societies, their pre-tax profits 
would slump by 30%, or £1.5 billion. 





gressive. lt has moved. into banking with its 
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In private, some clearing bankers admit“ 
that sooner or later they will have to pay in- 


terest. Barclays Bank plans a two-pronged 
response. First, cut costs. Barclays. will move 


its British banking headquarters to Coven- 


try, services such as mortgages and unse- 
cured loans will be centralised, and the in- 
creasing use of debit cards instead of 
cheques—Barclays has distributed 1.5m 
Connect debit cards in the past year—will 
reduce paperwork in branches. Open-plan 
designs will transform the branches. 
Second, Barclays aims to provide cus 
tomers with a fuller range of better products 
than the building societies. For instance, its 
new high-interest account, Capital Advan- 
tage, which demands a minimum of £10,000 
and pays more than equivalent building so- 
ciety accounts, has attracted over £1 billion 
in the past ten months, 60% of it from cus- 
tomers who previously had no dealings with 
Barclays. And Barclayshare, a no-frills stock- 
broking service based in Watford, offers 
commissions on small bargains as low as 
£16, compared to a £25 minimum charged 
by most stockbrokers. Barclays keeps things 
cheap by buying shares through a nominee 
account and holding them in trust, which 
avoids the need to issue share certificates. 


Selling is selling 

Meanwhile some of the insurance compa- 
nies, such as Prudential, are.strongly placed 
to compete against banks and building soci- 
eties, Their core products, such as personal 
pensions and the more complicated sorts of 
life assurance, are extremely profitable— 
and relatively hard for outsiders, lacking ac- 
tuarial expertise, to break into. Profit mar- 
gins will fall less far on these services than on 
mote easily-copied products, such as cheque 
accounts, mortgages and credit cards. But it 
is only those insurers with direct salesforces 
who can feel confident. Certain provisions 
of the Financial Services Act have effectively 
reduced the number of independent inter- 
mediaries and so hobbled those insurance 
companies—mostly mutual —which depend 





on them for sa y 8 A. 

All this fo lowemy-leader expansion is 
bringing headaches to the retail markets 
similar to those that afflicted the wholesale 
financial markets after Big Bang. Building 
societies are finding estate agents. hard to 
manage. For example, Nationwide Anglia 
initially. left the firms’ former. partners to 
run the show. However, they showed less in- 
terest in the business after having cashed in 
their chips. So Nationwide Anglia has taken 
tighter control. 

Despite the housing iste 5 boom in 
recent years, few of those buying estate 
agents have made much money ftom them. 
Nationwide Anglia’s 500 lost £3m last year, 
thanks to the costs of refurbishment, train- 
ing and investment in computers. Nation- 





., wide's overall costs as a percentage of in- 


come soared to 65% last year—comparable 


-with the clearing banks—as against an in- 


dustry. average of 48% 
‘Some firms which leaked set to becor... 


E an supermarkets have already had to 
-. retreats 
that also sells personal pensions, mortgages, 





Allied Dunbar, an insurance group 


unit trusts and health insurance, admits that 
it became overstretched. It offered high-in- 
terest money-market accounts on the Amer- 
ican model. But Allied Dunbar's direct sales 
force did not prove adept at selling such ac- 
counts, so the product was withdrawn a year 
ago. 

The lesson from the retailing industry 
partment stores," points out Mr David Hall, 
head of the Boston Consulting Group's fi- 
nancial services division in London. “It is 
hard to be a financial supermarket: in Amer- 
ica, only Citicorp has succeeded in being all 
things to all people.” 

Britain’s clearing banks have always sold 
a wide range of products from all their 
branches. But that is now their problem. 
They remain more adept at making financ 
products than at marketing and selling 
them. Mr Hall believes that, although the 
clearing banks claim they. focus—like the 
praiseworthy retailers—on the needs of dif- 
ferent sorts of customer rather than on 
products, in reality this focus has not yet 
progressed beyond their marketing and ad- 
vertising. The clearers have started to set up 
special business branches, but they still sell 
all products to all retail customers through 

all their branches, and thus sell nothing ter- 
ribly well. And though they know the profit- 
ability of each product, they know much less 
about the money they make from different 
types of customer. 

$ an era of increasing competition, de- 
regulation (the Building Societies Act and 
the single European market) and tougher su- 
pervision (the Financial Services Act), 
which firms will flourish? Those that invest 
in new technology, those that do not ex- 
pand beyond markets in which they can add 
value, and, most important of all, those that 





have à clear idea of the needs of particular 
sorts of customer. Sounds easy, doesn't it? 
Yet, until now, the protection of a quasi-car- 
tel has allowed banks to get away with unin- 
viting branches and " you' re privileged that 
we have your money" current accounts. 
Now competition from the building soci- 
 eties is forcing banks to respond to what 
their customers want. Consumers will gain 
most from this high-street war. Sharehold- 
ers will lose. 


So how to sell? 


Some firms have hired retailers to give them 
(they think) a competitive edge in satisfying 
consumers. Midland Bank's head of market- 
. ing, Mr Kevin Gavaghan, is ex-Burton and 
ex-Marks and Spencer. Royal Life has ap- 
pointed Mr Brian Gladwyn, formerly with 
House of Fraser and the mail-order firm 
GUS, to run its chain of estate agents. TSB's 
. ad of British marketing, Mr Malcolm 


. Aghes, once sold toothpaste for Colgate 








branch networks of their own. They” will 


typically use two sources of information to 
create a target group. First, their own 
databases, which (if based on a mortgage or 
a current account relationship) should re- 
veal a customer's income, wealth, spending 
habits, and family details. Second, they will 
buy information from commercial compa- 
nies such as Ácorn and Finpin, which ana- 
lyse postcodes and break them down into 
one of many dozen categories of residential 
area. Each category has particular housing 
characteristics and different propensities to 
buy various sorts of financial service. Using 
such data, one mailshot could market sec- 
ond mortgages in an area of rapidly-rising 
house prices; another could tell well-heeled 
couples with young children about insur- 
ance policies to pay school fees. 

Such techniques are in their infancy as 
none of the leading financial firms has vet 
created a nationwide customer database. 
The big four banks do not normally mail 





and cakes for Lyons. In their eyes, retail f 

nance is just like any other sort of retail- 

ing—with the full variety of sales techniques 
it that implies. 

Under the influence of such men, direct 
marketing has become the fastest-growing 
method for selling financial services. It typi- 
fies the new technique that the consultants 
preach—that of targeting services towards 
precise customer groups. Royal Life, for in- 
stance, relied on independent intermediar- 
ies. for 100% of its business three years ago. 
Now they provide only 35%. The rest of its 
premium income comes via its estate agents, 
other. tied agents, its newly-built 1,300-man 
direct salesforce, and its direct marketing 
company. Using newspaper. advertisements 
and mailshots, this company now accounts 
. for 10% of Royal Life's premium income. 
When the group launched its unit trusts just 
before last year's stockmarket crash, over 
200,000 people cut coupons out of newspa- 
pers to subscribe. 

For direct mail to be iiiv it has to 
be targeted at particular groups, or costs be- 


come. prohibitive. The most sophisticated 


direct mailers tend to be firms that lack large 
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people other than their customers (though 
with 4m-6m each that gives them plenty of 
people to write to). TSB makes greater use of 
direct marketing. At a local level, its 
branches mail customers and non-custom- 
ers and then follow up with telephone calls. 
They also invite particular groups of cus- 
tomers, for example those due to retire 
shortly, to seminars at the bank. 

Nationally, TSB sends out several million 
mailings a month with its statements; those 
people with high-interest accounts may be 
told about unit trusts. TSB also uses the mag- 
azine of Saga, a travel company, to place ad- 
vertisements and questionnaires aimed at 
Saga's elderly clientele, telling them about, 
for instance, inheritance. planning and re- 
version ‘mortgages (which turn capital into 
income). TSB claims that because direct mail 
is more focused, it is more effective, as well 
as cheaper, than a big national advertising 
campaign. * 

The men: bos the tétuiling industry are 
making. once-staid. bank managers talk of 

“segmenting their.customer bases”, and not 
only using direct mail. Of the big four 
clearers, Midland has gone farthest towards 











Separate company, Prudential Vanbrugh 










































aiming i its services at the neéds of particu 
customers. Midland has tidied all its prod 
ucts into four groups of customer desir 
and given each its own brand name. “Vee 
tor is aimed at the young professional a 
includes current accounts with fancy frill 
credit cards and ways of spending. “O 
chard” is for home management: buyir 
cars, houses and so on. "Meridian" is aime 
at older and more affluent people who want. 
to manage their assets and are interested in 
savings and pensions. "Credo" is for entre- 
preneurs. : 

Midland's rivals say that Midland has: 
been condemned to such branding by the 
dullness of its name. The bank's mailings to. 
customers, its leaflets and staff in branches. 
and its advertising are all geared to these sin- 
gular brands, which it hopes will support the 
Midland name. lts advertising also takes 
into account three different identik 
personalities among the bank's customer: 
There are the "minimalists" who just wan 
the basics as cheaply as possible, the "man 
agers”, who like to maximise their return 
by taking their own decisions, and th 
"delegators", who are so busy that they at 
happy to pay someone else to look af 
their affairs. The Vector account is fo 
delegators: for £10 à month it offers all sott 
of wonders such as a regular sweep from th 
current into a high-interest account. 

Prudential is also becoming more fo 
cused on particular groups of customers, d 
viding them up by income group. It ha 
hired Conran, a design consultancy which i 
tarting up Midland's branches, to produc 
series of leaflets (pictures of happy, prospel 
ous young families) which will appeal to it 
target core market of those on incomes o 
£10,000-25,000 a year. The reorganised d 
rect sales force will focus on this group 
Prudential’s old industrial life business- 
gathering premiums on the doorstep—wi 
continue to cover people with incomes be 
low the national average. Those who e 
over £25,000 a year will be catered for by: 








which sells up-market life policies, uni 
trusts and personal equity plans through in- 
dependent intermediaries. : 

The more limited a; company's ambi- 
tions, and the narrower the base of its clien- 
tele, the more easily it can focus on customer. 
needs. Thus some small, local building soci- 
eties which remain centred on the housing: 
market will thrive. So will those companies, 
such as. American Express, which have a. 
narrow target market—ie, the well-off. Bi 
many retail financial firms are expand 
willy-nilly and stretching their resources a 
management thinly, just as the wholesal 
marketers did in the run up to Big B: 
Two years later, and to a firm, that lo 
retrenching; the same pain will be felt b 
focused retailers at the beginning of 
1990s. 
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Bank of Credit and Commerce International 


- Till drugs do us part 


WASHINGTON, DC, AND KARACHI 


AST weekend in Tampa, Florida, 11 peo- 
ple showed up for a wedding and were 
promptly arrested by United States customs 
officers. There was no service, no other 
guests. It was a sting—the end of a two-year 
investigation of the laundering of cocaine 
money and of the Bank of Credit and Com- 
merce International (BCCI), a private and 
largely Arab-owned Luxembourg bank. 

Among the world's banks, BCCI has an 
unorthodox image. It-is a secretive outfit 
with a complicated corporate structure. 
Most of its banking offices are controlled 
through holding companies in Luxembourg 
and the Cayman Islands, places not noted 
for tough banking regulation. 

With assets of more than $20 billion 
and 400 branches in 73 countries, BCCI is 
reckoned to be the seventh biggest private 
bank in the world. The main shareholders 
are believed to be the ruling Zayed family of 
Abu Dhabi and the Bin Mahfouz family of 
Saudi Arabia, owner of National Commer- 
cial Bank, the kingdom’s largest bank. 

Although Luxembourg-based, Bcci's 
holding company is registered in the Cay- 
man Islands. It was established in 1972 by 
Mr Agha Hasan Abedi, a Pakistani national 
who was president of the country’s largest 
private bank, the United Bank, before it was 
nationalised in 1973. He first set up his own 
banking operations in Abu Dhabi, whose 
ruler was a close friend. 

During the mid-1970s, Mr Abedi spread 
his empire to other Middle East countries 
and, in the 1980s, into Asian countries, in- 
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cluding China, and Africa. BCC! was one of 
the few foreign banks to get a banking li- 
cence in Zimbabwe after independence. It 
also has branches in New York and Florida, 
as well as Panama. During a hearing this 
year of the Senate subcommittee on drugs, a 
BCCI official admitted he was the bank's se- 
cret contact for the Panamanian dictator, 
Manuel Antonio Noriega, indicted on drugs 
charges earlier this year. 

Mr Abedi, who underwent a heart 
transplant operation a couple of months 
ago, is said to be autocratic. During his 
banking career in Karachi he is reckoned to 
have had close connections with high gov- 
ernment officials. A friend of Pakistan's late 
president, General Zia, he has employed 
many senior retired Pakistani civil servants 
and military officials. Among them are Mr 
H.U. Baig, a former secretary general of fi- 
nance, General Rahimuddin Khan, the for- 
mer chief of the joint staff committee of the 
Pakistan armed forces and Sultan 
Mohammad Khan, a former secretary of for- 
eign affairs and former ambassador to the 
United States. Mr Abedi is also a friend of 
the former American president, Mr Jimmy 
Carter. Also on the Abedi payroll once was 
Mr Bert Lance, budget director in the Car- 
ter administration until forced to resign af- 
ter a financial scandal in 1977. 

For years there have been rumours that 
some of BCCI's staff were suspected of being 
involved in shady deals. When asked about 
this recently, a BCC! official brushed it off as 
racism. BCCI, he pointed out, is a third world 





institution—owned by Arabs, run by Paki- 
stanis, and patronised by dark-skinned peo- 
ple from poor countries. Is it any wonder 
that the white men who dominate interna- 
tional banking look down their noses at it? 

Those noses are now longer and steeper. 
According to United States’ prosecutors, 
some BCCI bankers were involved in a 532m 
laundering scheme, in which more than 
$14m of cocaine money allegedly passed 
through BCCI. That included cash from the 
notorious Medellin Cartel, Colombian traf- 
fickers who dominate the cocaine trade. On 
October 11th, in Tampa, customs men said 
that more than 80 indictments had been is- 
sued. Among those indicted were nine cur- 
rent and former employees of the BCCI 
group, as well as three corporations within 
the group—Bcci Holdings (Luxembourg) 
SA, Bank of Credit and Commerce Interna- 
tional SA, also based in Luxembourg, and 
BCCI (Overseas) of the Cavman Islands. 

The indictments are the end of an inve. 
tigation codenamed Operation C-Chase 
which involved the co-operation of the FBI, 
the FDA and authorities in Britain and 
France. (The "C" comes from "C-note" or 
"century note”, an old nickname for a $100- 
bill.) Operation C-Chase began in Panama 
in 1986, when an undercover agent from the 
United States Customs Service pretended 
that he had millions of dollars in drug 
money to wash. According to the indict- 
ments, he succeeded in arousing the interest 
of the BCCI officers and other launderers. 

According to federal prosecutors: “The 
principal money-laundering scheme utilised 
by the Bcc bank officials was to receive the 
drug money and place it in a certificate of 
deposit in one of the branches. The 
branches used included locations in France, 
Panama, Uruguay, Bahamas, Luxembourg 
and England. The bank officials then cre- 
ated a loan at another branch and permitted 
the drug traffickers to withdraw the func 
The bank repaid the loan with the funds in 
the certificate of deposit." 

One unusual feature of the BCCI case is 
that it involved higher-level bank employees 
than is normal in alleged money-laundering 
cases. Usually, one or two clerks are named 
or, perhaps, the manager of a small branch. 
In this case, some senior officials have been 
accused, including Mr Amjad Awan, assis- 
tant director of the Latin American divi- 
sion; and Mr Nazir Chinoy, regional general 
manager for Europe and Africa. 

Even more unusual is that, according to 
the indictments, the BCCI officers allegedly 
intended to use drug money not to enrich 
themselves—but to fatten the bank’s de- 
posit base and boost the bank’s profits. This 
helps explain why United States’ authorities 
are accusing (for the first time) not just indi- 
viduals of money laundering—but a bank. 
As customs commissioner, Mr William von 
Raab said: “What is important is that we 
have indicted an international financial in- 
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it will beg the: question whether more senior 
people were aware of the laundering. 
= BCCI has not only protested its inno- 
cence, it has portrayed itself as the victim of 
persecution. "The bank is wholly unaware 
of any violation that allegedly has been com- 
mitted,” says the bank. It "finds itself in a 
malicious campaign against itself which will 
have to be unravelled in the courts. The 
bank wishes to state categorically that at no 
time whatsoever has it been involved in 
drug-traffic-relared money-laundering.” — — 
Operation C-Chase has exploded at a 
very awkward time for the bank. The chief 
executive, Mr Abedi, still suffers ill-health. 


int tee terre ener —————M————— —————— 


Taiwan stockmarket 
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y Manage tine 
fellow Pakistani, j r Swaleh Naqvi, accord- 


ing to a source familiar with the bank. He 


has been laying off less productive staffers. 

As a result of the money-laundering 
case, the bank has had its assets in America 
frozen. If convicted, it faces about $111.5m 
in fines. No matter what happens, BCCLand 
other banks are sure to exercise greater con- 
trol on the deposit-taking side of their busi- 
ness. If they don’t, they could become tar- 
gets of another money-laundering inves- 
tigation. As Mr von Raab says: “The bottom 
line is that whatever kind of financial insti- 
tution you are, if you have crooks for cus- 
tomers, then you are a crook.” 


Bears in a China shop 


. NGKONG 


AIPEI'S stockmarket gamblers do not 


. like to lose. Three weeks ago, Mrs Shir- 


ley Kuo, Taiwan's new finance minister, an- 
nounced the reimposition from next Janu- 
ary of a capital gains tax on profits earned 


from selling stocks. As the market dropped — 
at its regulated maximum rate of 3% a day, 


angry investors demonstrated in the streets. 

After barely concealed pressure from 
her political colleagues, Mrs Kuo’s revised 
version says that investors will be exempt 


from the capital gains tax on stock sales of . 
up to NT$10m ($345,000), instead of the 
NT$3m originally intended, and the tax 
paid on each trade will be halved from 0. 3% " 


to 0.1596. 


The new tax—which treats capital gains 
as income and so is higher for big earners— 


is a logical enough attempt to forestall a 
stock exchange disaster. The Taipei market 
i become little more than a casino whose 
yers, despite last year's crash, are assum- 
ing they will always win. The problem is 
that, regardless of logic, the tax offends too 
many people, both high and humble. 
^ To see why, consider the blind rush of 
Taipei's. bulls over recent months. By the 
time the market closed on September 24th 
for a four-day Chinese holiday (the date Mrs 
Kuo chose for her announcement), they had 
pushed the market. index to a record 
8,789.78 points—a rise of 276% since the 
beginning of the year. The stockmarket— 
which trades only about 15% of the stock of 
just 143 companies—was worth more than 
NT$4 trillion ($142 billion), with daily turn- 
over running at well over NT$50 billion. 
Could Taipei's investors really justify the 


world's highest trading volume after Tokyo | 


and New York? . 


Mrs Kuo thought not, and revived a tax. 


that had been suspended i in 1976 in an ef 
s to encourage. market dde The suse 







ple—an eighth of Taiwan's workforce— 


-now play the market, and at least 400,000 


investors, from office clerks to bar-girls, are 
said to visit their brokers daily. 

Dampening that kind of € enthu- 
siasm is bound to be tricky, not least because 
a lot of buying has been done: (usually ille- 


gally) on margin. Mrs Kuo's hope is that 


there are enough restraints in place to stop a 
slide turning into a prolonged slump. The 
Taiwan exchange's rules limit any share 
. price movement, up or down, to 3% a day; 
there will be a 5096 tax discount on profits 
from stocks held for more than a year; and 
investors still have almost three months be- 
fore the latest tax change is imposed. 

Since the Taipei stockmarket reopened 
on September 29th, it has fallen by du (see 
chart). Last week Taiwan's four mutual-fund 
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Japanese banks' third-world debt 


The young pretenders 


TOKYO: 


HE idea that Japan is going for “leader- 

ship" in the international-debt issue is 
far-fetched speculation. So says a senior offi- 
cial at Japan’s Ministry of Finance after his 
return from the meetings of the World Bank 
and the International Monetary Fund (tur) 
in West Berlin. But, with the issue crying out 
for such leadership, is it really such an odd 
thing to think? The Americans appear to be 
taking the Japanese seriously—by ignoring 
them, studiously. If the Americans persist in 
that, both i IMF. and the World Bank 
might find themselves in the middle of a po- 
litical tussle between the two economic su- 
per-powers. 


The Americans, it seems, should be 


pleased that Japan is willing. For some time 


ands of a 


places to put their money. They know littl 


were virtually outlawed until last May; 




































































management companies had to suspend re- 
demptions in their open-end domest 
funds. The reason was simple: to meet th 
claims of investors who wanted out, th 
funds had to sell stock—and that was be 
coming impossible in a market with so fev 
buyers (market volumes were under NT$II 
billion a day.this week) and artificial limit 
on price movements. The four foreign func 
seem less affected: their overseas investor 
either bailed out weeks ago.or are willing ti 
hold on until the market recovers. - : 

When that will be is a bet to be decide 
by the cash-laiden Taiwanese. The funda 
mental reason for the bull run is that Ta 
wan's nouveaux riches have precious fe 





of foreign investment opportunities, whic 


domestic currency is rising in value, ma 
overseas investment less attractive anyway 
and bank deposits earn less than 596 a yeai 
That leaves either the stockmarket or Taipe 
real estate, where prices have more thai 
doubled in the past two years. 


they have said that Japan must play an inter- 
national role more in keeping with its eco- 
nomic strength. The cautious Japanese pre- 
ferred to respond to other people's plans 
rather than propose their own. Now the : 
want a bigger say. 

. The snag is that Japan's ideas are nota 
ways in harmony with those of other gove 
ments— America's least of all. Washingt 
idea of Japanese responsibility often se 
to be that Japan should pay more of the bi 
for whatever America wants to do. 

Japan's new debt initiative’ is. th 
Miyazawa plan, named after Japan’s financ 
minister, “Mr Kiichi Miyazawa. He first ur 
veiled it at the Toronto economic summit i 
June, It was s given another airing in Berlin 
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Down Mexico way—and beyond 


; Where will Latin America get the capital it needs now that the banks 
. have stopped lending? From equity investors, perhaps 


NTERNATIONAL fund managers are 
| beginning to give Latin America a sec- 
~ ond glance. So far this year its two biggest 
stockmarkets, in Brazil and Mexico, have 
done better than the world's other 
bourses. While American shares have 
. been moving sideways, the Sao Paulo 
{i stockmarket index has doubled (in Amer- 
ican dollar terms). So, too, has the Mexi- 
can stockmarket. 

Some fund managers say that this is 
just a glimpse of what might happen if the 
two countries continue to roll back state 
interference in their economies. As in It- 
aly, Brazilian business is a triumph of pri- 
. vate-sector ingenuity over public-sector 
inefficiency. This year Brazil should run a 
trade surplus of roughly $15 bil 
lion. It is the eighth largest non- 
communist economy, yet the 
capitalisation of its stockmarket 
was (at the end of 1987) only 596 of 
GNP. Spain, the next largest econ- 
J| omy, has a stockmarket worth 22% 
T^ of its GNP. (America’s is 50%, Ja- 

` pan's 102% and Britain's 88%.) 

. Mexico is squaring up to its eco- 
J homic problems faster than Brazil. 

-kt is coping with a foreign debt bur- 
den equivalent to 80% of its GNp— 
Brazil's $110 billion debt amounts 
" to only a third of GNP—and doing 
^ this while simultaneously restruc- 
“turing and opening up its economy, 
— going through a presidential elec- 
tion and diversifying its exports 
. away from oil. | 
-. Foreign investors hope that 

next year, Mexico's new president, 
Mr Carlos Salinas del Gortari, will 
be confident enough that inflation 
has been brought under control (Septem- 
ber's inflation figure was down to 0.6% 
compared with over 796 a year ago) to re- 
lax his austere economic policies a little, 
and let the economy grow faster. High real 
interest rates have reined it in for the past 
two years. Yet, perversely, these high rates 
have been good for the stockmarket. Mex- 
ican companies are rich in cash which 
they have been able to invest profitably 
on the money markets. 

For foreigners, investing in Latin 
. America is least fraught in Mexico and 
Brazil. Countries such as Chile and Ar- 
gentina have potentially attractive mar- 
‘kets but they do not yet have the double 
taxation treaties that foreigners need. 
Cn EU the peso is pegged aps 
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times America’s, its exchange rate is con- 
stantly appreciating in real terms. In Bra- 
zil, foreign investors choose a hard-cur- 
rency base for their investments. This 
means that investors pay taxes only on 
gains realised in hard currencies, and thus 
avoid paying taxes on cruzado gains which 
amount to losses in dollar terms. 

Despite its desire to open its economy, 
Mexico still has tight restrictions on for- 
eign ownership of companies. Foreigners 
cannot own more than 49% of any Mexi- 
can business. Foreign investment in banks 





Sources: Stock exchanges; Salomon Brothers, Equity Market Analysis; international Finance Corp. 


and mining companies is even more 
tightly controlled. The easiest way for for- 
eigners to buy Mexican equities is 
through the Mexico. Fund, which is 
traded (at a 30% discount to net assets) on 
both the London and New York stock ex- 
changes. 

Bolder investors reckon that the Mexi- 
can telephone monopoly, Telefonos de 
Mexico (or Telmex), is attractive. Thanks 
to an earthquake in 1985, which de- 
stroyed most of its equipment, its system 
is modern. It is the largest company on the 


Mexican stock exchange, capitalised at. 


$1.2 billion and promises to: pay a divi- 
dend of 12% of its net income from this 
year on. British stockbroker James Capel 
reckons that the company is trading on a 
less than 














three for 1989. Britain’s biggest telephone 
company, British Telecom, trades on a 


p/e of 10. Telmex's scope for growth is 


enormous: by the middle of 1988, the 
Mexican telephone system reached only 
10% of the population. 

Direct stockmarket investment in Bra- 
zil by foreigners is not allowed. But institu 
tional investors' interest in Brazil has been 
fanned by a series of special equity funds. 
The biggest of these, America’s Equity 
Fund of Brazil, raised $90m in December 
last year. The money came from seven in- 
vestors, mostly the pension funds of 
American companies which have opera- 
tions in Brazil. Perhaps the best. institu- 


tional fund is the Brazilian Investment. 


Company, capitalised at $14m. Unlike 
the other funds which lock in investors 


for at least three years, its investors can - 
sell after 90 days. Its shares also © 


ale at full asset value. | 

The only Brazilian fund avail- 
able to the public until next year is 
the Brazil Fund. It raised $150m 
just after the stockmarket crash last 
year. By September 7th this year its 


and Clarke, had invested less than 
a third of the money in the market. 
Since the market doubled in the 
first quarter of the year they seem 
to have missed the boat. 

Several funds are toying with 


which trade at a discount, into 
shares in Brazilian companies. The 
new Equity Fund of Latin America, 
which hopes to raise $500m from 
long-term investors, plans to use up 
to a third of its money to buy sec- 
ondary debt. Hongkong Bank 
Group (which owns: Marine Mid- 
land Bank) wants to convert some 
of its own Brazilian loans into equity in 
Brazilian companies. 


The problem is that debt converted in 


this way is taxed more heavily than fresh 
investment. Genuine new investment in 
Brazil is free of capital gains tax and at- 
tracts only a 1596 withholding tax on divi- 
dends. But both capital gains and divi- 
dends on equities bought with converted 


debt are taxed at 2596: Another drawback | 


is that the converters cannot get their 
money out for 12 years. Assuming that 


the stockmarket rises 15% a year and divi- 
dends average 15%, : at present rates ofre- 
turn and conversion discounts, the con- 
verters would come out only 296 ahead of | 






the new investors. Easing the tax rules 


would both reduce val s debt burden - 


and stimulate the stockn arket. 





fund managers, Scudder Stevens 


converting Brazilan bank debts, 
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For business people seeking 
their own personal distribution center in Europe. 
Swissair makes it fast and easy to reach about 50 European cities quickly and comfortably 
from centrally located Switzerland. Comfort starts as soon as you set foot in our perfectly 
functioning airports. Lingering there - not only in our new First and Business Class lounges - 
is so very pleasant, and changing planes so simple that frequent travellers rate Zurich and 
Geneva among the best, time after time. And, indispensable to a good distribution center, 
an excellent means of transport stands ready: Swissair, offering you A . J 
the choice of three classes on all its aircraft - unique in Europe. SWISSAII Ay 
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ition as. being i involved - ina share-trading 
candal).. a | 
. The Miyatawa lari : aims to improve the 
niddle-income debtors’ ability to pay what 





capital, so that the debtors’ economies can 
grow. Since. private banks are reluctant to 
oblige with new money, multilateral agen- 
cies like the IMF, or bilateral ones like Ja- 
-pan’s Exim Bank, must step in. In return, 
debtor nations would have to agree to eco- 
‘nomic reforms. The debtors would also 
'securitise some of their debt, guaranteeing 
'the principal on the bonds by lodging for- 
eign-exchange reserves with the IMF as 
rustee. The balance of the country's debt 
ould be rescheduled, which could involve 
race periods of five years, with interest re- 


r even forgiven. Mr Miyazawa hopes all 
his would create a virtuous circle of eco- 
omic growth and new voluntary lending. - 


bly be moulded to fit the “menu approach” 
f market-oriented, capi CUN voluntary 


IWAPHHA HP NP MA HH AB HIN datestt 


1 TOKYO, 
D OOMSAYERS of the big 
stockmarket that most easily 


shrugged off last year's crash, Tokyo, are 
. again looking for reasons to convince 
- themselves that the long-hoped-for come- 
: uppance is at hand. With unabashed glee, 
they seize upon the stickiness which the 
> underwriters: are experiencing in selling 
- the government's third tranche of shares 
. in the world's biggest company, Nippon 


old sweats stand by what they think is a far 
more bullish indicator—the steady recov- 
ery in the esoteric secondary market in 
Japanese golf club memberships. 

Up to 1985, this used to be a lagging 
indicator of stock prices. Since then, some 
chartists argue (only half-jokingly) that it 
] has led them by about four months. The 

«Nikkei Golf Membership Index, which 
: tracks weekly the average price of mem- 
-bership of the 400 leading golf clubs in Ja- 
pan, peaked in late February 1987; the 
. Tokyo stock market, on its broadest mea- 
sure, the following June. The Golf Mem- 
bership Index fell in June (stocks in Octo- 
ber); up in September (stocks in January); 


down in November (stocks kept going up 
As March, oops!) and up in February 


Arr et) rn rene 





92. 





hey. owe. This, Mr Miyazawa believes, can c 
e done only by restarting the flow of new 


ayments temporarily lowered, suspended- 


refer, vague unu. accommodate » 
hree American demands. First, it can prob« E 





A birdie ora abogey? _ 


Telegraph and Telephone. But Tokyo’s - 


the World Bank/imF meetin sin Seoul in 
1985. Second, it steers clear of the. 





Miyazawa plan with neglect. 

The suspicion in Japan is that the Amer- 
icans dislike the plan because it would con- 
firm the leadership role of the IMF, just as 
Japan is seeking to increase its clout in that 
quarter. This would weaken the influence 
that America exerts through the "World 
Bank-—which is traditionally headed by an 
American, and which pointedly tried to up- 
stage the IMF in Berlin by announcing a new 
loan for Argentina: » without the Fund’s 
agreement. = 

The Japanese believe thar only institu- 
tions such as the IMF and their own Exim 


| Bank. can keep the flow-of new capital going 
s. he same bees 3 A 
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Eng 1981-100 


1982 83 84 85 86 87 88 


(stocks in August). | 
What Tokyo bulls like Tem the Golf. 


Membership Index is that this month, it- 


went above its post-Black Monday level 
for the first time. Golf-club-membership 
brokers say that the strong performance 
ofthe economy has brought back both in- 
dividuals and companies as’ buyers. 
Around Black Monday, when member- 
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: Ve iste says 

< that the greatest problem from.now on will - 
be avoiding private-sector, debt fatigue. The. 
risk; he says, is that the flow of new capital - 

will [dry up Apgar Hey warns that if this 


plar -be i : 
would uüdoubiediy "be Viewed in^. 
Washington as fighting talk (The implica- 


1 tion, that the Baker E is still alive—or 
that debtor nations might be fotgiven their /— cheerful: ) 
~ debts. And, last, it does not advocate the 
bailing. out of private banks. None the less, 
the Americans are trying to kill the 


sas unduly 





A bigger role for the IMF willa mean a big- 
ger say for Japan. The Japanese are hoping 
that after the next round of capital in- 
creases, intended to be agreed by the spring, 
Japan's voting power will be increased so 
that it moves into second place after Amer- 
ica. Since Japan will supply much of the new 
capital, the size of the increase will deter- 
mine how much bigger Japan's share of the 
votes will become. America is not keen on a 


_ big increase in the IMF's capital-—indeed, at 


Berlin it said there could be none at all until 
the mF had reduced the arrears of some of 
its borrowers. 

All this recalls the earlier. struggle be- 
tween America and Japan over leadership 
the Asian Development Bank. Japan s 


- plies a third of that agency's capital but only 


has the “same | one-eighth of the votes as 


< America. If Japan i is to obey American calls 
to take on more of the responsibilities that 


its new economic strength demands, then 
this new role has to be at the expense of the 


` United States’ own influence. And that 


| broader point is not far-fetched at all. 


d were pow sold to iid 


= stockmarket losses and to meet margin 


calls, prices had collapsed for all except 


the most prestigious clubs such as Tokyo's 


| 
| 
Koganei, which held its buying price at | 
around ¥340m ($2.4m), and the cheapo | 
clubs whose membership. sold for less 
than Y5m. 

Even before Black Monday, golf-club- 


membership brokers had: already. béen 


. talking as sagely of the need for-"à long 
overdue correction” as their stockmarket 
counterparts were to do. after October 


| 
1987. Between 1982 and its peak in Febru- | 
ary 1987, the Nikkei Golf MembershipIn- | 
dex multiplied five-and-a-half times while 
the Tokyo Stock Price 225-share index | 
merely tripled. | 
Evaluating the underlying asset value | 

of a golf-club membership is tricky. In Ja- 
pan, a member is co-owner of the land on | 
which his club sits. Land around Tokyo is | 
fabulously valuable, which is why mem- | 
bership of clubs like Koganei is so | 
expensive. | 
Then there is the unquantifiable pres- | 
tige of being able to rub golf-bags with Ja- | 
pan's elite in business and politics—a | 
source, if the recent Recruit share-trading 
scandal is any indication, of invaluable in- 
formation with which to make the sort of | 
stockmarket killings that make even Ja | 
pan's golf-club memberships look cheap. 
; l , i J 


| Teaching robots touch 


and tininess 


CAMBRIDGE, MASSACHUSETTS 


Novel ideas are emerging from the laboratories that try to build better ro- 
bots. One is that the sense of touch is the most promising next area of robot 
research. The other is that robots might be better off modelled on insects 


rather than on people 


ARLY researchers in robotics had good 

reason to concentrate on getting their 
charges to see and hear before they taught 
them to touch and smell. Much technology 
had already been invested in capturing and 
transmitting sights and sounds. Telecom- 
munications, satellite reconnaisance and 
medical imaging all demanded advances 
' wn the same road. 

Now their priorities are changing. The 
performance of the semiconductor parts 
that make up touch sensors are improving 
dramatically and their price is dropping. 
And there are several other reasons why the 
hitherto mild interest in "tactile sensing" 
displayed by industrial and military custom- 
ers is turning into a healthy appetite. 

e The type of robot that has sold best in the 
past few years has been assembly-robots. 
People who make these machines—which in 
turn make consumer-electronics | goods, 
typewriters and even other robots—believe 
that their market will survive only if robots 
can learn to feel the components they 
handle. 

@ Getting machines to work outside the 
largely predictable world of a laboratory re- 
quires them to understand their surround- 
ings. Robots need to improve their skills of 
object recognition. Vision needs to be sup- 
ported by touch to do that cheaply. Artifi- 
cial-vision systems (which sometimes use la- 
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sers, infrared light or ultrasound instead of 
visible light) can provide rough information 
about the shape and location of an object 
quickly and with relatively little computer 
power. The problem is shadows, holes and 
unusual viewing angles, all of which confuse 
artificial eyes. Sorting out such confusions, 
given only visual clues, requires computers 
with sophisticated and expensive artificial- 
intelligence programs. To find out whether 
a dark spot is a shadow or a hole, it is easier 
to send out a feeler to poke at it. 

@ Despite such flights of fancy as HAL 9000, 
the mutinous computer in Stanley 
Kubrick’s film, “2001”, computers work 
best when they help people rather than try 
to replace them. The same is likely to be true 
of advanced robots. Telerobots—partly- 
autonomous machines controlled by 
people—can augment or replace abilities 
which handicapped people have lost. They 
can also project human abilities into danger- 
ous or inaccessible places. Telerobots would 
be particularly useful in space. The National 
Aeronautics and Space Administration 
(NASA) spends $50m-75m a year on various 
robot and automation projects. Some say it 
should spend more. 

A good telerobot needs “force-reflect- 
ing" technology—which is a sort of sense of 
touch. The movement of an operator's body 
needs to be transmitted to the robot; the 





forces and textures felt by the robot must, in 
turn, be relayed back to the operator. For 
example, a technician checking a nut in a 
nuclear reactor must be able to wiggle it with 
a robot hand, and feel with his own hand 
how loose it is. To do this, sensors must de- 
tect the force he exerts and send that in- 
formation to the robot. The robot also 
needs to send back sensations that will let 
the operator feel, among other things, 
whether or not the nut’s hole is positioned 
squarely over the bolt. 


Empire of the sensors 


Building good tactile sensors is no pushover. 
Not only do they need to provide informa- 
tion about force, position and texture; they 
must also be flexible and rugged. An appeal- 
ing approach would be to use extremely 
small and dense microchips as touch-sen- 
sors. They would be able to capture and pro- 
cess the vast amount of data involved. But 
such chips are fragile things. 

While the search for the durable, feeling 
chip goes on, Dr Jim Clark and his research- 
ers at Harvard University's Department of 
Applied Science have hit on the idea of us- 
ing magnetic fields to feel. The team uses a 
thumb-sized balloon filed with liquid sili- 
cone. Inside the top of the balloon (the part 
that will do the touching) are hundreds of 
tiny magnets made of rare-earth alloys. 
When the balloon presses down on some- 
thing, it deforms to accommodate the ob- 
ject's irregularities. This deformation moves 
the magnets around, changing the pattern 
of their magnetic field. 

At the bottom of the balloon is a detec- 
tor chip with a dense array of magnetic-field 
sensors. It records the distorted magnetic 
field and relays the data to a microprocessor 
which generates an image of the touched ob- 
ject. It also determines the direction and in- 
tensity of the forces acting on the balloon. 
The Harvard team hopes to have a proto- 
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type finger with the new sensors ready by 
next summer. The drawback to Dr Clark's 
approach is cost. An earlier, much less 
dense, chip cost $500. And sticking the 
magnets (which are themselves expensive) 
to the balloon takes many man-hours. 

An alternative is to arrange simpler 
components in subtle ways. The Massachu- 
setts Institute of Technology (MIT) has sev- 
eral such research programmes under way. 
One of them, led by Dr John Hollerbach, 
uses electronic devices called capacitors em- 
bedded in a rubber matrix. Capacitors store 
electric charge. The amount of charge they 
store depends on how close their two parts 
are to each other. When the sensors 
in sucha rubber touch pad come into 
contact with an object, the distance 
between the two halves of each dis- 
turbed capacitor changes. This in 
turn changes the amount of charge it 
can store, which can be measured. 
The information is sent back to a pro- 
cessor embedded in the rubber. It is 
fairly easy to determine an object's lo- 
cation, general shape and weight (or 
how hard it is being squeezed) from 
such data. 

The whole array is just 3mm thick 
and made of cheap materials. It is also 
rugged and easy to produce. Now the 
MIT team must make it more flexible. 

Researchers at the Microelec- 
tronics Applications Research Insti- 
tute (MARI) in Newcastle-upon-Tyne 
have followed a similar approach. 
The Newcastle sensor consists of con- 
ducting wires in thin rubber tubes packed 
with carbon granules. When pressure flat- 
tens a tube, the granules are pressed closer 
together. This makes more current flow 
from the wire through the rubber to copper 
strips below the tubes. Dr Zenon 
Rzepczynski, one of the sensor's developers, 
says it can detect features that are separated 
by just 1.2?7mm—which would make it 
nearly as sensitive as a person's fingertip. 


The feel of one hand clapping 


The next problem is to invent a hand that 
can use such sensors. The best approach is 
the subject of some philosophical debate. 
The main question is where engineers 
should look for their inspiration: to biology 
or to mechanics? 

Dr Stephen Jacobsen, who is director of 
the Centre for Engineering Design at the 
University of Utah, is firmly in favour of bi- 
ology: it works, and its designs have spent 
millions of years evolving to get better. His 
belief is incarnated in the Utah Dextrous 
Hand. Except for minor details (its thumb is 
accompanied by only three fingers), the 
hand is like the real ones on which it is mod- 
elled. It is the same size, shape and strength 
but much faster. Its fingers can ring a bell 70 
times a second. 

With 32 motors, 19 joints, 500 pulleys 
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A biological hand, more or less 


and thousands of vards of tendons (made of 
a custom-made composite of Kevlar and Da- 
cron), it is the world's most sophisticated ar- 
tificial hand. But it is not really practical. It 
is too expensive (costing $90,000-100,000) 
and uses too much power (it comes with a 
desk-sized generator). It is also too compli- 
cated for most applications outside the 
laboratory. 

According to those unconvinced by Dr 
Jacobsen's philosophy, the Utah Hand fails 
precisely because it is inspired by biology. Bi- 
ology may be inappropriate to the materials 
available to engineers and the jobs that ma- 
chines are supposed to perform. After all, 





aircraft do not fly by flapping their wings. 

Perhaps function and materials should 
dictate design. One proponent of this view 
is Dr Ken Salisbury of mir. When he was a 
graduate student at Stanford University, Dr 
Salisbury produced a mathematical analysis 
of grasping in order to determine the best 
number and orientation of fingers for a 
good grasp. The Stanford (or Salisbury) 
Hand has three fingers arranged in a trian- 
gle, uses no special cables and operates with 
12 motors. Hardly biological. 

The University of Pennsylvania's Grasp 
Laboratory takes a middle road. Unlike its 
biological counterpart, two of the three dig- 
its on the Pennsylvania Hand can zip 
around the outside of its palm, allowing the 
hand to change its configuration—a clever 
substitute for a wrist. The palm gives it, in 
effect, an extra finger to help it grasp with- 
out making it unnecessarily complicated 
(the palm has no moving parts). It can also 
cup objects, which often simplifies grasping, 
and speaks volumes about the shape and 
size of the object it has palmed. 

One trick that its inventor, Dr Nathan 
Ulrich, copied from human biology is the 


*use of coupled joints. The last two joints on 


a human finger are coupled, which means 
that—in the absence of an external 
force—the joints move in unison. (Try 


bending the tip of your finger while keeping 
the rest of it straight.) The advantage of cou- 
pling is that when part of the joint encoun- 
ters a force, the other part can continue to 
move. That is why it is possible, though 
scarcely comfortable, for a man to hang on 
to a ledge by his fingertips. Also, a coupled 
joint needs only one motor (or muscle) to 
power it, which makes it lighter, simpler and 
more efficient. 


When push comes to shove 


As if integrating sensors, mechanics and bi- 

ology were not hard enough, researchers 

who design robots for space have other chal- 
lenges as well. They have to find out 
how to control a weightless robot, 
and how to propel it. At first glance, 
the question of propulsion looks easy: 
use rockets—which were, after all, in- 
vented to propel things. The catch is 
that rockets need fuel, which is a 
scarce and expensive commodity 
space. 

Researchers at Stanford Univer- 
sity's aerospace laboratories are de- 
signing a robot that will throw itself 
from one place to another. Because 
there is little or no air friction in 
space to slow things down, a simple 
push—off a wall of a space station or 
the nose of a shuttle, for example—is 
an effective way to get around. Elec- 
tric motors will move the arm that 
provides the push, which means that 
solar panels are enough to power the 
robot. 

The hardest task facing the Stanford 
team is providing their Tarzan-like robot 
with the mathematical recipes to plot its 
own course. Another problem is how to 
stop robots from flailing about when weight- 
less. If a robot grabs something, the object's 
momentum affects the stability of the robot. 
(Imagine someone dropping a full suitca 
into your arms.) People cope with su 
things by making quick adjustments to off- 
set the new forces—squatting down, widen- 
ing their stance, stiffening their arms and so 
on. On earth, robots usually manage simply 
because they are much heavier than the ob- 
jects they have to deal with. (Imagine some- 
one dropping an ant into your arms.) Unfor- 
tunately, it would be much too expensive to 
put such heavy robots in space. 

At NASA's Johnson Space Flight Centre 
in Houston, engineers are developing a ro- 
bot to rescue equipment—or even an 
astronaut—that has been lost in space. The 
robot will be strapped into a jet-pack usually 
used for astronauts. A command, given by 
voice, to “fetch” will dispatch the robot to 
search for, move towards and retrieve its 
drifting target. 

How will the robot know when it is close 
enough to an object to grasp it? Its vision 
can get the robot within a few centimetres; 
but its fingers must be placed within 
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A new satellite system will provide the United Kingdom with high-power direct broadcast television 
service. In an agreement with British Satellite Broadcasting (BSB), Hughes Aircraft Company will | 
provide the London-based company with a two-satellite system of HS 376 spacecraft, which will be - 

turned over to BSB after the satellites have been launched and tested in orbit. Hughes will handle all 
aspects of providing a fully up and operating system, expected. to be in service by late 1989. The 
satellites’ high-signal strengths will enable users to receive broadcasts through small antenna dishes 
one foot in diameter. 





A new semiconductor device may significantly improve the performance of amplifiers at ultra-high 
frequencies. A new material system applied to the High Electron Mobility Transistor (HEMT), 
pioneered and developed by Hughes, uses a layered combination of gallium indium arsenide, aluminum 
indium arsenide, and indium Mab iiam je to proce an amplifier that — well at ultra- iria 
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in the early 1990s. 


A faster, deeper running, more accurate torpedo will counter enemy submarine threats through the 
year 2000. The Mk-48 Advanced Capability (ADCAP) wire-guided torpedo, under production at D 
Hughes for the U.S, Navy, uses an advanced digital- -based active sonar, an inertial measurement. unit, a 
signal processor and two computers to home in on fast moving targets in shallow water, high seas, 
strong thermal gradients, even under ice. A long, thin communications wire between the torpedo and & 
submarine serves as a real-time relay for changes d in the torpedos attack functions, improving the 
probability of interception. 








For more information write to: P-O. Box 45068, Los Angeles, CA 90045-0068 USA poe cu cL ae 
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millimetres, and in the right orientation, for 
a successful grab. On earth, it could have 
coped by just bumping into the object and 
proceeding by trial and error. In space, 
where once in motion an object stays in mo- 
tion, the target would forever be pushed 
past the robot’s hands. 

So NASA's engineers put tiny light-emit- 
ting diodes in the robot's thumb, and receiv- 
ers in its fingers. When an object crosses the 
tips of the fingers, the beam is broken and 
the hand will close. Because each finger has 
its own receiver, the hand can tell from the 
pattern of breaking beams how the object is 
placed, and can change its grasp accord- 
ingly. The system (which uses a Utah Hand) 
is fast enough to catch a baseball. 


Bring on the toy soldiers 

Touching though their progress is, many 
roboticists believe that their next step for- 
ward will have less to do with robots' shape, 
senses or intelligence than with their size. 
They envision the creation of robots that 
are no larger than insects. Why build a robot 
no bigger than a bug? A handful of scientists 
ask the opposite: why should it be any 
larger? 

Big robots have heavy and expensive 
motors and power supplies, welded arms 
and kilometres of wire and cable. Governing 
all chis hardware are a few square inches of 
microchips. If all the parts of a robot were as 
reliable, inexpensive and compact as its 
microprocessors, the jobs they could do 
would change dramatically. 

They might not compete for many jobs 
with the powerful, stationary machines in 
factories. But smallness would be an advan- 
tage for many other sorts of work. Research- 
ers picture a fleet of midget aeroplanes that 
observe farmers’ fields and direct automated 
watering and fertilising systems. Even tinier 
robot "surgeons" might swim through a pa- 
tient's bloodstream and widen dangerously 
narrow coronary blood vessels by cutting 
away deposits of cholesterol plaque. 

That is far-fetched. Dr Rodney Brooks 
at MIT offers a simpler and more feasible ro- 
bot for curing fractures—though admittedly 
they are fractures in wires and not in bones. 
A small robot “caterpillar” crawls along a 
wire in an underground gas or water pipe 
looking for cracks. As the robot moves, it 
measures the electrical conductivity of the 
wire between its front and hind legs. When 
this conductivity drops, signifying a break, 
the robot stops and solders itself in place, 
patching the break with its body. 

Flocks of such "microbots" working to- 
gether might be able to do some big jobs 
more efficiently than large machines work- 
ing alone. One idea is miniature soldiers. 
Some would crawl across the battlefield, 
others would fly on small rockets. They 
would be undetectable by enemy radar be- 
cause they would be too small and too close 
to the ground. Once across enemy lines, 
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they might mass to destroy a 
target—perhaps by attacking it 
with acid or explosive 
charges—or perhaps simply by 
dismantling anything in their 
path, like a plague of 
mechanised locusts. 

Such insect-sized robots 
are little more than a fantasy 
for now—a fantasy which sev- 
eral groups of scientists are in- 
tent on indulging. Their suc- 
cess depends largely on the 
progress of research into 
microdynamics: their creators 
have to shrink gears, levers, 
cranks, springs and other me- 
chanical devices until they are 
many times thinner than a hu- 
man hair. The ultimate aim is to fabricate 
sensors, motors, controlling computers and 
other systems together on a_ single 
microchip. 

The key to achieving this is silicon mi- 
cro-machining, a logical extension of the 
sculpting techniques used for almost 30 
years to make tiny integrated circuits. First a 
wafer is coated with thin layers of metal, sili- 
con dioxide or other materials. Then the 
shape of the desired component, such as a 
gear, is painted on to the materials using a 
laser and photo-sensitive chemicals that 
harden when exposed to light. When the 
coated wafer is bathed in solvents, all of the 
materials are etched away except for the 
parts that are shielded by the hardened 
chemicals. Then more solvents strip away 
the chemical coating, leaving the underlying 
material intact. The result is a three-dimen- 
sional, though flattish, structure. By repeat- 
ing the process, other components can be 
placed precisely on, near or around the first 
one, 

Microchip-machines can already be 








Hanan hair.. 
... Silicon wheel 


found in many cars. Fuel-injec- 
tion systems are now equipped 
with microchips to improve en- 
gine performance by monitor- 
ing the pressure of the gases 
produced during combustion. 
These pressure sensors are thin 
silicon membranes etched be- 


side the control  unit's 
electronics. 
Although microsensor 


technology is fairly well devel- 
oped, work on other micro- 
dynamic parts is just begin- 
ning. Many of the early efforts 
are auspicious. Earlier this year 
workers at a laboratory of the 
University of California at 
Berkeley made some slotted 
cranks and gears with interlocking parts 
only one-fifth of a millimetre long. The 
smallest gear yet produced has teeth the :' 
of red blood cells. Dr Kaigham Gabriel, 
William Trimmer and their colleagues at 
AT&T's Bell Laboratories in New Jersey have 
made miniature tongs smaller than an ant's 
mandibles. An air-driven turbine, also made 
at Bell Laboratories, is slightly more than 
half a millimetre wide and rotates at 24,000 
rpm—faster than the engines of many jet 
aircraft. 

One problem for miniature machines is 
power. They are, for example, many times 
smaller than most batteries. But there is 
some encouraging news about miniature 
motors. As they are so small, static electric- 
ity counts as a powerful force. Researchers at 
MIT and Berkeley hope to harness this force 
in tiny electrostatic motors. Such motors are 
not a new idea—Benjamin Franklin built 
the first one—but they are generally too 
weak to drive large equipment. 

Electrostatic motors turn the attraction 
between electrically charged plates into me- 
chanical energy. In the people-sized woi 
the air between the plates usually becor 
charged and sparks of static electricity jump 
from plate to plate, short-circuiting the mo- 
tor. But, for complicated reasons, air in gaps 
a few millionths of a metre wide is a good 
insulator, so the motors do not short-circuit. 
Tiny electrostatic motors can produce as 
much force as tiny conventional motors, 
and they are more efficient users of the en- 
ergy that powers them. They are also simpler 
to build. 

Still, microbots will remain science fic- 
tion for many years to come. And when they 
do exist, they will not necessarily be ubiqui- 
tous mechanical gnats, scurrying through 
the world working little miracles. Some 
more realistic crystal-gazing sees them—and 
indeed robots of all sizes—as unnoticed 
parts of other machines, or systems that do 
mundane things but do them well. Robotics 
will probably start to make a real impact 
only when people stop talking about robots. 
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Barclaycard: facing 
up to change 








Credit cards are now a way of life for millions of people the world over. As 1992 
approaches and the European single market emerges, the opportunities for further 
expanding the credit card habit in Europe are considerable and Barclays is well placed 
to take advantage. But, in the UK, the major cards are currently the subject of a two 
year inquiry by the Monopolies and Mergers Commission. Peter Ellwood, 
Barclaycard's chief executive, traces the development of plastic cards in the UK and 


looks at the changing face of the industry. 


The credit card market today is, without doubt, more 

competitive and changing more rapidly than ever before. 

It is timely, therefore, to look back at the early days of 
redit cards in the UK. 

A commonly held view today is that whilst credit cards 
are undoubtedly convenient and highly useful for the 
cardholder, thev are a source of excessive profits for the card 
issuer. 

Certainly the major cards are profitable, but it was not 
always so. 

Indeed when Barclays Bank launched Barclaycard as the first 
credit card in the UK back in 1966 it was taking a huge gamble — a 
gamble which did not even begin to pay off until the late 1970's 
when years of losses eventually began to turn into profits. 

Barclaycard in Britain was based on a credit card which had 
earlier been launched in the USA by Bank of America. It was an 
idea which was completely untried in the United Kingdom, so 
success was by no means guaranteed. 

In early 1966, one million Barclaycards were sent out to 
Barclays customers and 30,000 retailers were signed up to accept 
the card. 

On June 29, the card was formally launched — and was greeted 
by a tidal wave of indifference by the public. Turnover was so low 
that the average spend on each Barclaycard during the remainder 





of 1966 was just £4 — probably no bad thing since details of every 
voucher had to be flown to Germany for processing because of lack 
of suitable computer facilities in the UK. 


Losses mounted, but Barclays decided to stick with its 


innovative product, convinced of eventual success. The card 
operation recorded a loss in each of the first 11 years of its existence. 


In 1972, the other major UK banks belatedly followed 


Barclays' lead by launching Access, and gradually, as the 1980s 


approached, credit cards - 
spearheaded by Barclays' original 
creation — began to capture the 
public imagination. 

The Barclaycard gamble of 1966 
started to pay off. The investment 
of time and money in the early days, 
| the relentless expansion of the 
1| Barclaycard merchant network and 
the commitment to the card's 


(CONTINUED ON PAGE 4) 
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Understanding APR 








he APR, or Annual Percentage Rate, is widely 
regarded as the fairest way of measuring the cost of 
borrowing. 

But it is a very misleading figure when used in 
connection with credit card lending. 

The APR assumes a steady repayment of a debt over a 
full 12 month period. It ignores the period of free credit 
which all credit card holders enjoy between the time they 
make their purchase and the date it appears on their 
statement. The result is that in the vast majority of cases the 
APR is higher than the true rate of interest paid by the 
cardholder. 

Cardholders who pay off their outstanding balance in 
full before their statement date pay no interest at all and 45 
per cent of Barclaycard holders now do this each month, 
compared with only 40 per cent three vears ago. 

Cardholders who opt to take extended credit usually 
borrow over a short period. On average, the repayment 
period is just four months, which means that the true rate of 
interest paid is much lower than the quoted APR. 

Other methods of borrowing do not allow a period of 
free credit and may incur additional arrangement or 
transaction charges, so although the APR may look lower, 
the true cost may well be higher. 








The VIS/ 


blue, white and gold Visa logo is a familiar 
symbol throughout the world. It is prominently 
Sipers in 200,000 banks, over six million retail outlets 
and on 175 million plastic cards. But Visa International 
does not issue a single card of its own. 

It is, in effect, a club, controlled by no single interest, 
owned and operated by more than 20,000 member financial 
institutions operating in 160 countries. 

In the UK, there are 15 million Visa cards in circulation. 
Visa members now number 27 including TSB, the Co- 
operative Bank, National Girobank, Bank of Scotland, 
Lloyds Bank, Save and Prosper, Chase Manhattan and f 
building societies including the Halifax Building Societ — ; 
well as Barclays, the largest Visa card issuer in Europe. 

The Visa symbol provides a guarantee for all these 
member banks that their cards will be accepted in Visa 
outlets throughout the world and that international 
interchange will be carried out fairly and efficiently, using a 
multi-currency system which operates six days a week. 

There is a growing network of Visa cash dispensers — 
providing cash advances in local currency to Visa 
cardholders. This is the largest international network in 
inp: and worldwide. 

Visa logo also appears on travellers cheques in 13 


CRSD:* expanding role 





Bos is part of Barclays Bank's Central Retail 
Services Division (CRSD), which is responsible for a 
growing number of centralised products including 

asterloan (a personal loan service offered to Barclaycard 
holders), Barclays Visa travellers cheques (the third largest 
travellers cheque issuer in the world), Barclays Premier 
Card, Company Barclaycard, Barclays Direct Mortgage 
Service and Barclays Prime Account. 

Based in Northampton, the division has expanded 
rapidly in recent years and also operates regional centres in 
Birmingham, Liverpool, Kirkby, Manchester, Leeds, 
Stockton and Middlesbrough, together with travellers 
cheque offices in Poole, New York and Toronto and the Page 
and Moy travel company based in Leicester, which was 
taken over earlier this year. 

CRSD is a major employer with a workforce of around 
4000. It recently completed phase one of a 100,000 square 
foot development at the Wavertree Technology Park in 
Liverpool, a project which will lead to the creation of over 
600 new jobs in this inner city area. 
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urrencies issued through thousands of bank branches 
hroughout the world. Barclays is the largest Visa travellers 
heque issuer with a world market share of over 12 per cent. 

In the UK, Visa merchants are recruited by Barclays, 
vho run a sales and service organisation for nearly 300,000 
iutlets ensuring that retailers receive immediate and 
'uaranteed payment and that queries are quickly dealt with, 
xomotional material is available and retail staff are 
nformed about fraud prevention. 

Other Visa banks are responsible for recruiting Visa 
nerchants overseas, but if a British Visa cardholder has a 
y sm with a retailer abroad his card company can take 
k atter up on his behalf through the Visa organisation. 

rach Visa member throughout the world is free to 
lesign, price and market its Visa payment services for its 
wn customers and a wide variety of Visa cards exist, 
ncluding such innovations as Barclays Connect, Britain's 
irst nationally available debit card. 

Visa International has its head ers in San Mateo, 
california, and regional offices in London, Singapore, 
sydney, Tokyo and Miami. Its telecommunications 
Yetwork, with operations centres in London, Singapore, 
Zalifornia, Florida and Virginia, connects vi all 
»oints on the globe. 
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Briefing 


Dealing with Debt 





Bes takes very seriously its responsibility to 
ensure that cards are issued only to those people who 
can use them properly. 

Over the past year, the number of Barclaycard holders 
with longer term repayment problems has fallen by around 
20,000 and now represents under one per cent of total 
cardholders — a very much lower percentage than that of 
many other lending institutions. 

There are two main reasons for this success: 

— stringent vetting of Barclaycard applications has meant 
that up to one in three have been declined in recent years; 

— repayment schemes agreed between cardholders and 
Barclaycard have meant that short term repayment 
problems — caused by domestic problems or 
unemployment — have been overcome in thousands of 
cases. 

Despite the effectiveness of its own policy in dealing with 
debt, Barclaycard recognises that as a major lender it has a 
responsibility to support those voluntary agencies who are 
trying to tackle the problem of debt in society. 

This year Barclaycard agreed a £140,000 sponsorship of 
the Citizens Advice Bureaux, which will enable a money 
advice centre to be set up in Liverpool. Interestingly, the 
CAB’s own research shows that only between three and 
seven per cent of debt problems are caused by credit card 
borrowing. 


Towards 1992 





Bees strength as the UK’s leading issuer of bank 
credit cards opens up enormous potential post-1992, 


CARD PENETRATION IN EUROPE 
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Total number of international cards per thousand working population in 
each country. Some people possess more than one card. 


Barclaycard's own estimates based on OECD statistics 


when there will be a domestic market of over 300 million 
people instead of today's 60 million. 

Britain has the highest number of credit cards per capita 
in Europe, and this means that Barclaycard - the largest 
issuer of credit cards outside the USA — will be well placed 
to develop plastic cards and centralised financial services 
throughout Europe. 

But it will not merely be a matter of transplanting the 
successful and popular British product into the rest of 
Europe and assuming it will be equally successful. 


* 


Products will need to be tailor-made to suit the particular 


requirements of individual countries and Barclaycard will 
not necessarily wish to target every EC country. 

However, Barclaycard is taking the challenge of 
Europeanisation very seriously and has already talked 


informally to possible partners and undertaken research into 


the opportunities available. 

Card technology transcends national barriers and 
already exists, so Barclaycard's expertise in this area, 
through developments such as the PDQ electronic 
terminals, will be invaluable as 1992 approaches. 
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Barclaycard: facing up to change 


eventual success resulted in Barclaycard claiming a good share of 
the market and other banks having a plastic card base considerably 
smaller than that of Barclays. 

Even today, after the rapid growth experienced in the last few 
years, Barclays is still the largest bank issuer of credit cards, well 
ahead of Natwest Access. 

In recent years Barclaycard’s return on its investment has been 
good, but by no means excessive when looked at over its entire life 
time. It is an adequate return, but not exceptional given the very 
real risk which Barclays took in launching the card and 
persevering with the product during the lean years. Furthermore, 
Barclaycard is now a mature product facing squeezed margins and 
is Operating in an increasingly fierce competitive arena. 

The success of Barclaycard and other major cards during the 
1980s has not gone unnoticed by other financial institutions and 
retailers. 

The result, as we have seen in recent years, is a rapid growth in 
store cards and a dramatic increase in the number of new entrants 
to Visa wishing to capitalise on the success which Barclaycard has 
had in establishing the familiar blue, white and gold Visa logo as a 
mark of reliability, convenience and value for money. 


Competition 


No one could argue that the credit card scene today is 
uncompetitive. New Visa card issuers have been free to select 
the interest rate of their choice and several have chosen to 
undercut the established cards in order to attract particular 
groups of potential customers. Even the building societies are 
joining in, with the mighty Halifax launching a Visa card. 

‘Two major reasons for the rapid increase in the number of Visa 
card issuers have been the size of the Visa merchant base which 
Barclays has built up over a period of more than 20 years, and the 
open system under which Visa operates, which allows easy entry 
for financial institutions wishing to issue cards in the UK and 
which guarantees that their cards will be accepted in six million 
outlets worldwide. 

All of this has facilitated competition on a previously 
undreamed of scale and has led to a fast changing and dynamic 
market place. 

The plain fact is that credit cards are popular with consumers. 
If this were not so, the massive expansion, which has seen the total 
number of Barclaycards in issue reach nine million, could not have 
taken place. 

Cardholders know a good deal when they see one. The card is 
still issued free (unlike cards issued in most other countries) and if 
the outstanding balance is repaid in full the cardholder pays no 
interest. Even if extended credit is taken, the period of free credit 
which every cardholder enjoys from the day of the purchase until 
the date of the next statement means that the true rate of interest 
paid is usually lower than the published APR, making cards highly 
competitive compared with other possibly less convenient methods 
of borrowing such as personal loans. 

Add to that the convenience of using the card for purchases in 
nearly 300,000 UK outlets, six million worldwide, for cash 
advances — including 30,000 cash machines in 31 countries — and 
for telephone and mail order bookings, it is hardly surprising that 
plastic money has taken off in a big way. 
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Turnover is rising fast, but interest bearing lending on 
Barclaycard is growing at a much slower rate. Credit card 
borrowing is levelling off as the market approaches saturation. 
Cardholders are using their cards more and more as a payment 
mechanism, rather than as a borrowing instrument, and 
borrowing on Barclaycard actually represents less than one per 
cent of total consumer credit in the UK. 

Some 45 per cent of Barclaycard holders pay off in full each 
month - a figure which is growing year by year - and nearly three 
quarters pay off in full in at least one month during the course of 
the year, suggesting a high level of awareness about how credit 
cards work and about the role they can play in assisting household 
budgeting. 

The entire credit card system is currently undergoing rapit 
change as more and more card issuers enter the scene and as an 
Mn; number of electronic terminals are installed in retail 
outlets. 

Barclays' role as the sole point of contact for Visa merchants in 
the UK - a position based not on any legal right but on its 
pioneering work in building up the network - is under attack and 
new entrants will almost certainly challenge its position soon, and 
will be welcome to do so. 

The days when rapid growth could be taken for granted are 
drawing to a close. In the future, cards will only be successful if 
they offer real added value to their customers or are targeted at 
particular market segments. 

Barclays has recognised this with a number of initiatives. The 
Profiles gift scheme, which encourages Barclaycard holders to 
switch their payment method from cash, cheque or another card to 
their Barclaycard, has attracted 1.25 million registered 
participants. The Barclaycard Holiday club, which cuts the cost of 
thousands of package holidays by up to ten per cent has also been 
highly successful. The bank is also looking closely at developing 
new types of card products for the future and has applied to join 
MasterCard, which, like VISA, has some 6 million outlets 
worldwide. 





Looked at over a 22 year perspective, the Barclaycard s 
is a classic tale of the triumph of determination over adversity, 
of success over failure - a scenario which will be recognised in 
many areas of British industry. 

From an initial gamble, the business has been built up slowly 
and painfully through a long loss-making period to the point where 
it has become first a qualified success and later a role model for a 
host of imitators. 

Yet in its hour of success, the most often repeated thought in 
my mind is *corporate survival'. How can we ensure that we survive 
and prosper? Any company at its peak must think in this way 
because it is then that competition becomes more intense. This is 
when decisive management, good business judgement and 
entrepreneurial flair are most needed. 

At Barclaycard, we are well aware of the challenges which 
increased competition and a fast changing market place impose 
and we are determined to respond to them and to maintain our 
success in order to protect the jobs of the 7000 staff within the 
division and take full advantage of new challenges such as the wider 
European market which the changes of 1992 open up. 


This Briefing has been prepared as a service to everyone interested in finance by 
Barclays Bank Public Relations Department, 54 Lombard Street, London EC3P 3AH. Tel: 01-626 1567, Ext. 3539. 
Member of IMRO. 
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Not wearing spurs 


MACMILLAN: 1894-1956. By Alistair Bome Macmillan; 537 pages; £16.95. To be pub- 


lished in the United States by Viking 


OR most of the last quarter of his 92 
L years, Harold Macmillan was the best 
mteur in Europe, and people on The 
...nomist returned early from holiday 
when he invited himself to lunch. The only 
disappointments in his retirement were the 
unreadable six volumes of his autobiog- 
raphy, in which he was too gentlemanly to 
say anything revealing about anybody, least 
of all himself. So there were hopes of great 
treasures to come when at age 85 he offered 
his copious papers and marvellous taped in- 
terviews to the able Mr Alistair Horne. 
Sadly, this Volume 1, 1894-1956, does 
not fulfil those hopes, for two reasons. The 
natural reason is that Mr Horne has fallen 
too much in love with the old boy, as by 
Macmillan's last decade everybody did. The 
strange reason is that until he became prime 
minister, at age 62 when most people are 
preparing to retire, Macmillan had had only 
two distinguished years (1942-44) in his life. 


So the reader is not told why he was — 
withdrawn early from Eton, to be tutored at 
home by the future Monsignor Ronald - 
Knox, nor really why Macmillan's formida- - 


ble American mother Nellie expelled Knox 
at nil days’ notice without his laundry. 
"Harold, my dearest” squeak Knox's 
agonised letters, but Mr Horne tells us not 
to be nasty-minded. Nellie also swept Mac- 
millan into a 1914 commission in the Gren- 
adier Guards before he had finished Ox- 
ford, and he was then wounded six times in 
1915-16 without being decorated. As all his 
friends died in Flanders, Macmillan caught 
his later bad habit of vastly disliking those 
contemporaries who had not fought (Butler, 
Gaitskell, Dulles, Herbert Morrison) and 
idolising warriors who had fought bravely 
(Churchill, Eden, Alexander, Eisenhower, 
Kennedy, the busy generals who in 1945 
wrongly persuaded him to repatriate dissi- 
dent Russians into Stalin's murders). 
Although he was intelligently book- 
ish—he really did read Aeschylus in his 
shell-hole—the old uncles at the family pub- 
lishing house were not wonderfully im- 
pressed with him, so he was bought the Tory 
candidacy in the working-class constituency 


of Stockton for £200-300. He adored the 


workers there as he had adored his 1915-16 


tion Board to run National Bakeries. 


Colonial Office (where Macmillan wro 


cans to starve), At the end of 1942 Chu 




























































private soldiers; his wife, Lady Dorothy, 
treated them like the tenants at her father's 
ducal estate, so Stockton voted Dorothy... 
The Macmillans proved rotten parents. 
All four children turned alcoholic, and 
Dorothy forced the youngest, Sarah (visibly 
the offspring of her 30-year affair with Tory 
MP Bob Boothby) to have an illegal abortion 
in 1953. As early as the 1930s cuckold Mac- 
millan (“one does not divorce dukes’ daugh- 
ters") was held in contempt by fellow Tory — 
MPs, and he responded by writing rebel: 
books like "The Middle Way" which Mr - 
Horne thinks was Keynesian. Keynes would. 
have spluttered greater agreement with the | 
judgment of the Macmillan family nanny: 
“Mr Harold is a dangerous Pink". The book- 
advocated replacement of the Stock Ex- 
change by a National Investment Board "to 
eliminate the speculative evils", and other 
fabulous nonsenses like a National Nutri 


- "Macmillan joined Churchill and the 
Eden in opposing Chamberlain, but Chu 
chill in 1940 gave him merely a junior post 
at the Ministry of Supply and then moved 
him to be a junior in the mausoleum of th 


memos advocating collective farms in K 
nya, of the sort that have since caused Afr 


chill asked him to take what looked like the 
temporary job of Minister Resident at Eisen 
hower's headquarters in Algiers. In his first 
real job at age 48, Macmillan took 
marvellously off. : 

As he arrived, Eisenhower complained 
to him about the British press. “Why do 
these long haired, starry-eyed guys keep gun- - 
ning for me? I’m no reactionary. Christ on` 
the mountain! lm as idealistic as hell." Mac- 
millan "came to enjoy Eisenhower's forthe 
right soldier's vocabulary", and was soon | 
giving his famous briefing to British staff: 


[We] are Greeks in the American empire. . 
You will find the Americans much as the - 
Greeks found the Romans—great, big, vulgar, - 
bustling people, more vigorous than we are; - 
and also more idle, with more unspoiled virtues - 
but also more corrupt. We must run [this HQ] as 
the Greek slaves ran the operations of the Eme 
peror Claudius. E 


He played little part in rebuilding the Con- 
servatives after 1945, and in 1951 Churchill 
gave him the rather lowly job "to build the 
houses for the people...every humble. 
home will bless your name if you succeed.” 
Macmillan then built far too many and too 
horrible high-rise apartments with great 
wastefulness, and seemed ignorantly proud 
of it. Eden made Macmillan foreign secre- 
tary, but soon "clearly wanted to get rid of 
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BOOKS AND ARTS 
me, he kept sending me little notes, some- 
times 20 a day." The sideways move agreed 
was to the Treasury, where Macmillan's first 
idea was that "to increase productivity, he 
would resort, if necessary, to import con- 
trols." Horrified mandarins told him this 
was not quite right. 

On August 2 1956 the cabinet decided 
to topple Nasser by invading Suez, but was 
held back until November. Macmillan de- 
clared, with extraordinary muddle, that if 
Egypt controlled the canal the lack of oil 
would cause grave slump in Europe within 
two years. He was sent to find if his old war 
comrade, now President Eisenhower, was 
really opposed to Britain invading Suez, and 
wrongly reported after a friendly reminisc- 
ing chat that he wasn't. 

After the invasion, when the Americans 

n à run on sterling, "first-in" Macmil- 
lan became “first-out” Macmillan in a sensi- 
ble panic. As the sick Eden departed, Lord 
Salisbury asked each cabinet member “Well, 
which is it—Wab or Hawold?". When the 
cabinet picked Hawold, The Economist at 
the time called this a disastrous choice, both 
at home and abroad. If we had known all 
this book reveals, we would have felt doubly 
justified in what proved to be that complete- 
ly wrong judgment. 

It was a weird accession by this unprom- 
ising old man, and the next seven years of 
rather successful premiership were to be 
more bewildering still, as Volume 2 may re- 
count. Perhaps the one moment in Volume 
1 where one warms to Macmillan, apart 
from in Algiers, is his glee in 1915 at finding 
this notice, oddly suited to his own career: 
"Officers of Field Rank on entering Bal- 


loons are not expected to wear spurs." 
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| Out of Edmonton 


| F HAROLD MACMILLAN was the ar- 
| chetypal Tory of the 1930s and the 
postwar period, Norman Tebbit, even 
more than Margaret Thatcher, is the ar- 
chetypal Tory of the 1980s. A well- 
publicised libel suit has already boosted 
sales of his autobiography, UPwARDLY 
MOBiILE*; but the book deserves to be 
read on other grounds. 

By rights, the young Mr Tebbit should 
have been a socialist. His family was poor 
(far poorer than Mrs Thatcher's); he was 
brought up in the drab north-London 
suburbs of Ponders End and Edmonton 
and did not go to university because it 
never occurred to anyone to suggest that 
he should. He owed his schooling, his 
flight training and his first career as an air- 
| line pilot almost entirely to the state. Yet 

he never considered joining the Labour 
| party. To him, the left seemed bent on try- 
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Black Monday remem 
Apocalypse 
when? 


Boom AND Bust. By Christopher Wood. 
Sidgwick & Jackson; 197 pages; £15. To 
be published in the United States by 
Atheneum 


YEAR ago it seemed, at least to anyone 
who owned shares, that the end of the 
world must be nigh. On October 19 1987, 
known ever since as Black Monday, New 
York’s Dow Jones industrial average crashed 
by 22.6% in a single day, dragging down 
with it virtually all the world’s stockmarkets. 
The fall was nearly double that of Black 
Tuesday in October 1929, a crash that it had 
been said could not be repeated. Prophets of 
doom predicted that a slump, equal to or 
even worse than that of the 1930s, was inev- 
itable. The world flinched, waiting for the 
blow to come. 

It still hasn't. The world's main indus- 
trialised economies are chugging merrily 
along, apparently oblivious to the crash. 
The only pain seems to have been that a few 
thousand financial folk lost their jobs. Gov- 
ernments are quietly pleased with them- 
selves, confident that they had "learnt the 
lesson of 1929", by pumping money into the 
financial markets during the collapse and 
thus averting a worse disaster and a slump. 
The end of the world is not nigh after all. 

Or is it? Christopher Wood, The Econ- 
omist's financial correspondent in New 
York, is among the many who still believe an 
apocalypse is on the way. Slumps take time, 


ing to imprison everyone in the same 
drab, uniform mould from which he was 
trying to escape. 

Mr Tebbit never uses the word “out- 
sider" in these pages. But he was clearly an 
alien in his parents’ dreary world and, 
later, still something of an alien in the 
largely upper-crust world of Tory politics. 
Challenged to justify his "vulgar" attacks 
on Labour's more thuggish elements, Mr 
Tebbit describes himself as a Tory “un- 
willing to be strangled into silence by his 
old school tie". This sense of apartness at- 
tracted him in 1974-75 to Mrs Thatcher, 
just as it undoubtedly drew her to him. 

Nevertheless, his experiences seem to 
have given him a kind of divided personal- 
ity. His capacity for affection is one of the 
most attractive features of "Upwardly 
Mobile"; he writes with warmth, not just 
about his family and his (mainly non-po- 








Don't relax yet 


and people did spend the first half of 1930 
dancing to jazz. Complacency and a moun- 
tain of debt, he thinks, are breeding the 
next crash. Mr Wood advises his readers to 
sell their shares and property, to pay off any 
debts, and to hold cash or gold. 

If this sounds dramatic, that is because it 
is meant to be. The book is designed to be 
provocative rather than to form a watertight 
piece of economic analysis. To an economist 
it would appear to be full of errors and 
contradictions; but Mr Wood's argument is 
chiefly an emotional one. A slump is inev- 
itable, he feels, because of financial excesses 
that have built up, themselves part of an im- 
mutable cycle. Markets, he believes, do not 
learn from their past mistakes if they were 
made sufficiently long ago. After two gen- 


litical) friends, but about his relations 
with many of his civil servants. Yet at th 
same time Mr Tebbit is clearly—and wa. 
before the Brighton bombing—an angry 
man, capable of great rancour. Many of 
his political speeches were meant to 
wound, and many passages in this book 
are meant to do the same. 

Anger, whatever its source, undoubt- 
edly fuelled Mr Tebbit's determination; 
and, without his determination and Mrs 
Thatcher's, inflation would probably not 
have been curbed in the 1980s and the 
trade unions marginalised. “Upwardly 
Mobile" is, not least, a chronicle of solid 
practical achievement. But it is also the 
testament of a man, and a mood, lacking 
any generosity of spirit. Mr Tebbit's val- 
ues, as he says, are the values of Britain's 
Cis and C2s. He has spent his whole life 
escaping from Ponders End and Edmon- 
ton; perhaps he has not really left after all. 


*Weidenfeld & Nicolson; 280 pages; £14.95. 
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| KEY INFORMATION DIRECTORIES | 











The International Directory of 
Marketing Information Sources 


Leads you straight to the often hard-to-find 
sources of specialist marketing information 
available from libraries, trade associations, 
market research companies, databases and 
databanks, journals and government 
organisations. Entries not only include 
contact details, but also a comprehensive list 
of the publications and services provided. 
The directory covers 157 countries outside 
Europe with detailed coverage of the major 
economies. A European companion volume 
is also available, 



























i £82.00 (US $155.00) 362pp 
IALACHLAN ^U rr. rd reda V d li m : 
x | The European Directory of 
: eu eat | | -Non-Official Statistical Sources 
When music matters, nothing's quite as good as Quad. | | |“ : bom 

: ü | T. POM | A complete guide to non-official providers 
| ; AE ux Í _of statistical data in Western Europe. 2000 

(l^ 4 | "regularly produced serials and statistical 





| | data services are listed alphabetically by title. 
with contents and publisher details, The 
directory allows you to access trade 
.,|] associations, banks, media companies, 

[| business schools, market research | 
companies, business periodicals, insurance 
ompanies, stockbrokers and building 
societies. itis indexed by.subject, country and 
type of organisation. — i 


85.00 (US $165.00) 250pp 




















IB. NEW MARKETING HANDBOOKS 
| | CONSUMER EUROPE 1988 


Essential to European markets as 1992 

| approaches this unique data file presents up- 
to-date and accurate statistics on over 350 

-consumer products sold on the European 

market. It gives detailed volume and value 

data tabulations ranging from 1982-1986. 
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Int Rat gis to business MCN read 
erest es: , Tm the latest consumer marketing data, this 
How Much Higher? THE J EWISH WORLD new sourcebook also provides full details on 




















sources used, and the methodology 
employed in arriving at the many original 
estimates. 

£275.00 (US $525.00) 474pp 


CONSUMER USA 1988 


The definitive sourcebook of US marketing 
data and information. Covering over 350 
major consumer products and services it 
gives you the hard-edged market 
intelligence you need to compete effectively 
and profitably in the US. An indispensible 
source of reference for international 


Why do Forbes, Tbe Wall Street Journal, Business 
Week, Money and Barron's quote financial 
forecasts from Young's World Money Fore- . 
cast? The answer is Richard C. Young's "unique 
analytical approach" to forecasting and his 
"uncanny accuracy." 


LITERATURE - POLITICS - ART 
HISTORY - POETRY - ISRAEL 
DANCE - YIDDISH - FILM 


Liberal — Lively — Literated 
The Jewish Quarterly is a totally independent 
journal in its 35th year of publication. 


Annual subscription is £10 (£15 abroad), 
£2.95 per copy from bookshops. 
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Now in itseleventh year, 
Young's Workd Money 
Forecast is one of the 
most widely read busi- 
ness and investment 
forecasting services: 

















l am interested in becoming a subscriber. E. 



























A treedssue infadix: Í j marketing executives, Consumer USA 
tion is yours for next to | Please send me a copy of the current issueat | provides information on consumer markets, 
nothing. You will receive Young's latest forecasts | the special price of £1.50 (UK only). i e posl anite retai dhe o 
for interest rates, gold, currencies, the stock | (enclose i Hb pad a a NRT 
. gold, : my cheque, PO, Access/Barclaycard 
market and the U.S. economy. Just send this ad l No....... : í aii , i E Son a, A ý M PES dollar market place... | 
along with 51 and your name and address to: TN £225.00 (US $425.00) 435pp 
Young Research & Publishing, Inc. | ONDE cu c cud Dau aie eaae 2E 
Federal Bldg, Thames St, Newport, RI. 02840 - MES. ECT | EUROMONITOR 
72. UU Oy i j : 87-88 Turnmill Street 
(uU — ADAGOh qoc ! - i : | mE PEE | LONDON ECIM 5QU. | 
M, i ETE | Signature |... eee, l es Telex: 21120 sisi 2281. 
EE. ——— MÀ i eee E i Telephone Selina Forman on (01) 251 8024. 
; W O4 RID MONEY FORE ^ AS T Postal Address: JQ PO Box 1148, London | «4 to place your order or fax ton m 
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Japan: Nobuo Kaneshima, World Media Services inc. Tokyo 
` Telephone: Tokyo 4966571. Facsimile: 03 -496 4245 | | - E. 


Asia: Shapur Kharegat, The Economist Newspaper Asia Pacific Limited, Hong Kong ` 
Telephone 5-250 078. Telex 61196. Facsimile (852) 123-40636 - dH 


USA: David Laird, The Economist Newspaper Limited, New York 
Telephone (212) 541 5730. Telex 148393. Facsimile (212) 541 9378 


Continental Europe: Willy Morgan, The Economist Newspaper Limited, West Germany - 
Telephone (4969) 728141. Telex 413895. Facsimile (4969) 723710 


nomist å United K King don: nd Collins, The Economist Ne Limited, London... EN 
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Street whispers 
O CRASH would be complete 
without a conspiracy theory. 

Tim Metz's book BLACK Monpbay* 

contains one of the most startling: 

that further disaster was averted on 

October 20 1987 by “a broadly co- 

ordinated manipulation of stock and 

futures markets information and 
prices" by the powers-that-be on the 

New York Stock Exchange and the 

Chicago Mercantile Exchange. He 

does not prove his case. 

Mr Metz did not interview a single 
member of the Brady Commission, 
set up to investigate the crash. He ig- 
nores both the role of large institu- 
tional sellers on the morning of Octo- 
ber 19th, and the corporate repur- 
chase indications that bolstered stock 
prices on the 20th. Mr Metz usefully 
demystifies how the different clearing 
procedures caused dangerous glitches 
in the credit system. But he spends 
too much energy on the soul-search- 
ing inside his own paper, the Wall 
Street Journal, or in the bars up and 
down Wall Street, and not enough on 
the documentary evidence. 


*Morrow; 264 pages; $17.95. 


erations or so, memories of a previous spec- 
ulative boom and bust have faded. 

The trouble with investing in stock- 
markets is that all the hard facts about an 
economy, industry or company relate to the 
past. A few pseudo-scientific techniques can 
be used as guides to the future, but at heart 
investment remains a guessing game. In such 

' »umstances, people tend to follow the 
wd; this mentality can send markets hur- 
tling too far in one direction, as a false confi- 
dence builds up. In financial markets this 
shows up as a bubble; in the real economy it 
appears as an ever-increasing willingness to 
incur debt, as America has done in the 
1980s. Debt builds a fragile pyramid, since it 
depends on lenders' willingness to carry on 
lending. As any bankrupt knows, once 
banks stop lending and demand instant re- 
payment, collapse can come quickly. 

Mr Wood argues that debt must eventu- 
ally be repaid, and that once the burden gets 
too large borrowers will default and lenders 
will pull out their money. But if the burden 
is too large, surely borrowers would simply 
stop borrowing? That might not help if in- 
terest rates suddenly rose on their floating- 
rate debt, forcing default by those who 
could no longer afford the servicing pay- 
ments. In that case, however, what doom- 
sters need to establish is why interest rates 
will soar, and what triggers the collapse. 
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Question number two, which Mr Wood 
acknowledges, concerns whether govern- 
ments could do anything to avert disaster. 
So far, America’s policy-makers have done 
little to reassure those who are sceptical 
about the efficacy of governments in dealing 
with economic issues. America’s huge bud- 
get and trade deficits, and the high level of 
borrowing that accompanies them, have 
barely changed since Black Monday. It is up 
to President Bushakis to prove more effica- 
cious than the doomsters expect. 


Bill Emmott 





Chile 
Getting to know 
the general 


PINOCHET: THE PoLmics OF Power. By 
Genaro Arriagada. Unwin Hyman; 196 
pages; £25 and $34.95 


ENERAL Augusto Pinochet has been 

half-in, half-out of power before. He 
happened to be Chile’s top army general 
when various other officers booted out the 
democratic government in 1973, so he be- 
came part of the junta that took over. But 
nobody knew how long the junta would 
hold power. And since General Pinochet 
had not led the coup, nobody particularly 
identified the new regime with him. 

These are uncomfortable memories for 
anyone worrying whether General Pinochet 
will keep his promise to follow his defeat in 
this month’s presidential plebiscite with a 
free election next year. Mr Genaro 
Arriagada is certainly one worrier, since he 
is a leader of Chile’s opposition Christian 
Democratic party as well as an academic and 
a publisher. His book is most interesting for 
its study of how General Pinochet turned 
his last half-hold on power into a strangler's 
grip. The precedent is not encouraging. 

Within six months of the coup the talk 
of a quick return to democracy had been re- 
placed by warnings that first "the mentality 
of Chileans had to be changed." By the end 
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of 1974 General Pinochet had put an end to 


the idea that the presidency should rotate 
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among the four members of the junta, and — 


had subsumed the police forces of the navy 
and air force into a unified security service 
dominated by the army. In 1978 he even 
sacked a fellow member of the junta, the air 
force's General Gustavo Leigh. Two years 
later General Pinochet left the junta—and 
took most of its powers with him. Military 
rule had given way to personal dictatorship. 


It was, in Mr Arriagada’s view, Chile's — 


long democratic tradition that made this 
possible. During four decades of civilian rule 
the army ignored politics and took its sol- 
diering seriously. The polarisation of civil- 
ian politics after the election of Salvador 
Allende’s left-wing government in 1970 
sparked political arguments inside the bar- 


Power unto himself 


racks; imperceptibly, talk of defending the 








government against a national emergency — 
blurred into plans to defend the nation — 


against the government. The coup followed; 
but the army's old wariness of politics re- 
mained. To consolidate his grip, General Pi- 
nochet had simply to revive it. 

There may be room for hope. The junta 
seems less subservient these days. And al- 
though most armies relinquish power reluc- 


tantly, Chile's soldiers may be different. If E 


the concerns of the armed forces are still pri- 
marily professional, they may return to the 
barracks relatively willingly. Provided, that 
is, that General Pinochet does not decide to 
cancel that election. 





Roll over, Beethoven 


The symphony that never was 


OMPLETING unfinished musical 

works has a long history. Beethoven's 
“Tenth Symphony”, which receives its first 
public performance in London on October 
18th, is merely the most recent example. 
When the composer was on his deathbed, 
he told the London Philharmonic Society 
that a new symphony was already sketched 
out. Dr Barry Cooper of Aberdeen Univer- 


sity has since gone through Beethoven’s _ 


notebooks and, by artful collation of sugges- 
tions, has produced a first movement. An 
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andante in E flat major shifts to an allegro in. 


C minor and returns to the opening an- 
dante; it runs for 18 minutes. 


To complete a score is a considerable — 


technical challenge. It depends on many 
variables: how much of the original material 
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the composer’s music. Contrary to popular 
belief, composers do not often write down 
the most difficult parts of a composition 
first. During the writing of "The Magic 
Flute” Mozart changed his ink; the new ink 
faded more rapidly than the old, revealing 
his method. His main task was to get down 
- some idea of the proportions; he therefore 
~ sketched out the melody and bass lines first. 
Once the proportions were right, he went 
|. C back, using a different ink, and worked on a 
* "particular section. It is therefore difficult to 
complete a score as originally intended; 
^. there are so few indications in any particular 
<> section of complex matters such as har- 
mony, or even orchestration. 

Even more difficult is to get inside the 
mind, deep into the process of composition. 
- In his letters, Mozart tried to describe how 





the process came about. "When and how 
my ideas come, I know not”, he wrote: 
- nor can I force them. Those pleasures that 
. please me | retain in memory and am accus- 
tomed, as I have been told, to hum them to my- 
self. If 1 continue in this way it soon occurs to 
. me how I may turn this or that morsel to ac- 
~~ count so as to make a good dish of it . . . All this 
~~ fires my soul, and . . . my subject enlarges itself 
. ahd becomes methodised and defined, and the 
whole, though it be long, stands almost com- 
plete and finished in my mind so that I can sur- 
vey it like a fine statue or a beautiful picture, at 
a glance... All this inventing, this producing, 
= takes place in a pleasing lively dream. 
-Recent research into the psychology of mu- 
sic has shown that this form of composing is, 
literally, dictation, with the composer hav- 
ing to keep up with the performance in his 
.. mind. He therefore writes down the simple 
sections and overall framework, again leav- 
ing out complex matters such as harmony. If 
- the composer himself cannot complete a 
score when it is in his mind, this raises the 
question of whether anyone else can. 
The first movement of Schubert's Un- 
- finished Symphony is a highly integrated so- 
-nata form. The second, in the words of 
¿Schubert's biographer, "in its mysterious 
-and unfathomable beauty is like one of 
those plants whose flowers open on a night 
of the full moon". The third movement, a 
scherzo, is sketched in less detail as it contin- 
ues, and dwindles to nothing after the first 
section of the trio. Nobody can be sure why. 
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remains, how the material is distributed on _ 


ated reaches 
the score, and whether the score is typical of — m 
















Schubert may well have felt that he had 
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er he stopped because he could not go on, or 
because he thought it trivial to add anything 
more, is impossible to say. The same was 
probably true of the Symphony in E major, 
which he left unscored, and which Brahms 
was terrified might be completed by some of 
his lesser. contemporaries. Perhaps because 
of Brahms's intervention, nobody has tried 
to score the E major yet. 

When the completion of a work is pre- 
vented by death rather than a definite deci- 
sion by the composer, there is more of a case 
for completion. Mozart's Requiem, howev- 
er, demonstrates the problems involved. 
Only four movements were left completed, 
or about a quarter of the work. Süssmayr, 

















who took it upon himself to complete the 
score, ruined the proportions of the whole 
work with his over-short Osanna fugue. The 
Requiem also illustrates one of the unfortu- 
nate side-effects of completing the score of 
such a master. Because it has been billed, 
however spuriously, as Mozart's "last 
work”, it has become unjustly overestimat- 
ed, taking attention away in particular from 
the other church music. ; 

Although usually undertaken with the 
utmost sincerity, enterprises such as Beetho- 
ven's Tenth are, in the end, irrelevant to 
music. They are the inevitable product of a 
musical world, and a public, intent on chas- 
ing master figures. It would be more interest- 
ing, and instructive, to use unfinished scores 
to examine the creatíve process; to listen to 
new music; or to listen, if masters are want- 
ed, to the music of a contemporary whom 
Beethoven himself considered not only a 
master but an immortal—Cherubini. 





Marcel Ophuls 


Fact and fiction. 


( VER since his documentary "The Sor- 
grow and the Pity” was shown 20 years 
ago, Marcel Ophuls has: been treated as the 
conscience of France. As with most. con- 
sciences, he is both revered and resented. 
"Le Chagrin et la Pitié” concerned the 









ent in the first two movements; but wheth- - 



































collaboration of the people of Clermont 
Ferrand with the.German forces of occupa- 
tion in the second world war; at a delicate 
moment in the affairs of the Fifth Republic, 
it destroyed de Gaulle's contention (and the 
popular piety) that France had resisted “as a 
nation" the barbarism of the Third Reich. 

Mr Ophuls's latest documentary, just re- 
leased in Europe and New York, takes up 
again the theme of Nazis, Frenchmen and 
Jews. It deals with the story of Klaus Barbie, 
the former Gestapo chief in Lyons, who was 
brought belatedly to trial in France in the 
spring of 1987 and was sentenced to life 
imprisonment for crimes against humanity. 
It also reasserts Mr Ophuls's particular, un- 
comfortable philosophy: that men in extre- 
mis will all too easily forget honour and be- 
tray each other; that when it suits their 
interests to do so, men will ignore the 
grossest of crimes; and that if the monsters 
of the Nazi age were human beings, some °< 
confused and frail as their victims in the: 
ness box, then the possibility of appalling 
evil must lurk in all men. Moral absolutes, 
Mr Ophuls agrees, are hard to apply, but it 
is essential to keep stating the difference be- 
tween acceptable and unacceptable behav- 
iour. The courts can do it one way; makers 
of documentaries can try another. 

Gradually, however, Mr Ophuls’s view 
of what documentaries can do has changed. 
“The Sorrow and the Pity” was low-key, di- 
rect and unsparing; it was intended to bring 
France face to face with the truth, and did 
so. "Hotel Terminus: The Life and Times of 
Klaus Barbie” was at first planned to be 
much the same, and to be set in Lyons with 
flashbacks over Mr Barbie’s atrocities; but it 
turned into what Mr Ophuls calls “specta- 
cle” and “show business”, ranging over Mr 
Barbie’s adventures on several continents 
and dwelling particularly on the ease with 
which he was absorbed, after the war, into 
American intelligence and the inner co 
cils of Latin American dictators. Parts of 
documentary are deliberately comic, polemi- 
cal, or angry. Mr Ophuls no longer thinks it 
is necessary, as he puts it, cautiously to inter- 
view people with a wobbling 16mm camera 
to get at the truth. 

By all accounts, Mr Ophuls feels he is 
being drawn back to fiction films again: per- 
haps in the footsteps of his father Max, who 
made celebrated films between the wars. 
Documentaries are beginning to seem, to 
him, an inferior form. He is not altogether 
tired of his role as conscience, but wants to 
have his work judged as art, not politics. As 
a man with German in-laws and a Holly- 
wood upbringing, he does not want to be 
seen any more as sitting in judgment on par- 
ticular nations; and he feels happier staying 
away from questions of collective guilt. 
What he would rather do is jog the collective 
memory: a task that may be as subtly and 
tellingly achieved with fiction as with fact. 
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Your own n talent his - w youa e way. The comido: 
of power are beckoning. 

agna you're not alone. The a naga is knocking 
at the door. 

. You have a nagging worry that sheer talent is not enough. 

It's time to take direct action. 


‘Four short weeks that will prepare you for the 
years ahead. .. 
The Accelerated eee Programme a at fonii Busines 
School lasts just 4 weeks. 
Four weeks that. represent the distillation of many years’. 
experience of business practice. l 
It is designed to address the three major areas of management 
competences — technical, human and conceptual. 
Technical competences provide the breadth of skills managers 
'equire to operate successfully. Human competences help participants 
develop the interpersonal skills that are necessary to create successful 
change. Conceptual competences provide the important overview that 
potential senior managers need to acquire. 
| The Accelerated Development Programme is an initiative away 
from the traditional, longer all-embracing management programmes. 
It is designed to provide the central pillar of a carefully structured 
personal portfolio of development that can be chosen by the individual 
or by his company. 
This represents an entirely fresh concept, allowing participants 
choice and flexibility in their approach to management training. 


A new philosophy from an established business 
School. 


Although the Accelerated Development Programme is 
completely new, it 1s offered by one of Europe's most established 
business schools. | | 

To participate in this programme you will be part of an elite 
group who have already achieved considerable success in their chosen 
fields. 

As such, you will be Vae iK: and demand the met 
: standards of an academic i institution. 
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Naturally, QU Business School will not disappoint you. 

Our resources are counted among the world's best, and we offer 
one of the largest business research facilities in Europe. 

We have a unique expertise in the areas of finance and investment, 
through close links with the City of London, a leading financial centre of 
the world. 

And our Centre for Peonbme Forecasting i is any 
acclaimed, 


Prepare for the jungle. In the park. 


London Business School is based in a Regency building set in one 
of London’s most beautiful parks. 

But on the Accelerated Development Programme you will be 
surrounded by the latest technology as much as by the greenery. 

Every participant has access to micro and mainframe computers, 
and to the school's library — which is one of the UK's biggest 
subscribers to on-line databases. 

In preparing for the business jungle, we believe you need all the 
weapons we can give you. 


Send for more information. 


For more details of the Accelerated Development Programme, 
talk to your Personnel or Human Resources Manager. Or simply fill in 
the coupon below and send it tous. 

We can't guarantee to get you to the top. But we can guarantee to 
help you on the way. 





To: Dept of External Affairs, London Business School, Sussex Place, 
Regent's Park, London NW1 4SA, U.K., Tel: 01-262 5050 
Fax: 01-724 7875 Telex: 27461 LBS KOX G. 

















Name ECON 15/10 
Job title: 
Company: 
Address: | 

! | QI. PC EOS 
Pleasesend me details of: Accderaed Development Programme O 
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Applications are invited for 


. two assistant 
professorships in 


; Vacancy number: 58209002 E 


The two positions are situated in the Econometric’ | 
Institute. They include a reasonable teaching loadin o 
mathematical economics for students in the Economet cs 
curriculum, but research will be an important part of the 
job. 

The Institute is traditionally research-oriented with some 
preference for research which is also applicable in practice. 
Excellent facilities with respect to secretarial support, 
travelling, computer and data sets are available. —— 

We are looking for young economists (up to about 35) 





the following research interests: 

a. mathematical economics applied on managerial econo- 
. mics (i.e. finance, industrial organization, the econo- 

| mics of information) 

b. general theory, which is developed and formulated i in 

.. guch a way that it yields verifiable predictions. — 


_ As quality will be our first priority, applicants with other 

research interests are also invited. Although we strongly 

.. endorse the use of mathematics, the applicants should see 
- themselves as economists in the first place. 


_ Candidates should have a Ph.D. in economics and/or 

. International publications. Moreover, they have to acquire 

=< a working knowledge of Dutch in order to qualify for 
tenure. 


-.. Information on both positions is available from Professor 
... Bernard van Praag (31.10.4081255 or 31.23.383276 at 
home) or from Professor Ton Vorst (31.10.4081270 or 
.5.:31.8376-13808 at home). 


. Written applications with curriculum 

DUE vitae and lists of publications should be 

| this advertisement appears, to professor 

. B.M.S. van Praag, Faculty of Economics 

d of the Erasmus University, P.O. Box 1758, 
E 7 NL - 3000 DR Rotterdam.. n 





... ERASMUS UNIVERSITY, ROTTERDAM, THE NETHERLANDS 








. Quantitative Economics 


with teaching experience. We have a slight preference for. 


E sent within two weeks after date at which - 





E CONOMISTS 


ROBERT. R. NATHAN ASSOCIATES, INC, a well established US. manage- 
ment and economic consulting firm is recruiting for 
* Senior level Macro-economists 
* Senior level Agricultural Policy Analysts 
d inel and mid-level economists experienced in small business 
inance 
to fill prospective positions in the Middle-East and Africa. 


In addition to English, candidates should be fluent in Arabic or French, 
and have had resident experience in developing countries. 


Please forward CVs to: 

Recruiter, International Operations, Robert R. Nathan Asso- 
ciates, Inc, Suite 900, 1301 Pennsylvania Avenue, NW Wash- 
ington, DC, 20004 USA. Telex: 248482 NATC UR; Facsimile: 
(202) 393 4548. 





"Cambridge Econometrics 
"das vacancies for economists 


in a commercial service providing varied econometric model- 
ling and consultancy work, covering the UK and its regions, 
Europe. ‘and the world. Our forecasts are used by a Tange of | 
private and public sector clients. : 


As part of our team of applied economists you outa share in 
the preparation of our forecasts, contribute to the develop- 
ment and use of economic models, and present.results in 
reports and meetings. In addition to a strong economics 
background, you will need skills in SOmputing and in written 
and oral communication. 


Send CV to David Taylor, Pg Econometrics, 21 St 
Andrew’ s Street, Cambridge. 








Commonwealth Secretariat. 


. (Commonwealth Fund for Technical Co-operation) 
SPECIAL FUND FOR MOZAMBIQUE. 


ECONOMICS and COMPUTER SCIENCE 


The Fund seeks candidates, who are nationals of à Commonweal 
country, for posts of Lecturer in Economics and Lecturer in Comput 
Science for the Eduardo Mondlane University, nian, Mozambique. 
Two year appointments. 


Economics: Minimum five years’ teaching experience in 
microeconomics field covering consumer production, price 
and general economic equilibrium theories. 


Computer Science: Minimum five years’ teaching experience 
with specialisation in application of computer to economics. 
Topics to be covered: hardware, software, language (fluxo- 
grams and BASIC), utilisation of programmes. 


Teaching: will be in lig page Good knowledge of Portuguese 
therefore required. Failing that, applicants should be able to demon- 
strate linguistic ability, preferably in aromance language: Eg Spanish 
or Italian and the Fund will arrange for appointee to undertake intensive 
Portuguese Language tuition in Portugal immediately prior to the 
assignment. An additional two months will be allowed for this purpose. 


Tax free emoluments package of £22 000 plus housing and education 
ao installation grant, etc. Further details and application form 
rom: | 





identification Section, Commabwealih: Secretariat 
gia h House, Pall Mall, London SW1Y 5HX. 
E Telephone: 01-839 3411, ext 8156 | 


An equal opportunity employer | 























EUROMONITOR 
CONSUMER MARKET ANALYSTS 


Required by leading UK business research company. Country specialists preferred, particulari 

France, West Germany, Maly and Holland. Fluency in English and relevant d language(s 
essential. A specialist knowledge of FMCG, food, plastics, engineering industries, OTC medicines or 
distribution an advantage. You must be able to handle large and small projects, be prepared to travel 
atid undertake trade interviews where required. 

Experienced desk researchers with languages also required. 

Please send applications, with CV and samples of previous work to: 


Wendy Brooke, Research Coordinator, Euromonitor, 87/88 Turnmill Street, London ECIM SOU. 
















For a project m ASIA (Bangladesh) for 
FLOOD CONTROL AND RURAL DEVELOPMENT 


nica oma mark survey, Pi ctis onan and agro-socio economic aspects, a Major 
French Engineering Company is looking for: 

EE | TEAM LEADER " 
MSc in agricultural economics with complementary training or experience in water resources 
and agricultural engineering. E es | l 
15 years’ experience in monitoring and evaluation of water development projects SE ASIA 
and especiall ecially in Bari, glad adesh. E l i 

AGRICULTURAL DEVELOPMENT MONITORING SPECIALIST 
Master's degree in water resources engineering with complement training or experience in 
data collecting, data processing and computer science (micro-computers). 
na ipe experience in monitoring of hydro-agricultural projects and implementation in SE 


Duration 12 months signing mid-1989. Positions based in capital city. Due to the project 
financing, applicants must be nationals of EEC countries. ^ 
Attractive salary, dependent upon qualification, age and experience. Housing and car 
provided, plus usual benefits of expatriates. 0000 Ul 
Please apply with full details on background and experience to be sent to: J M Glasman, 
{BCEOM), 15 Square Max Hymans-7 741 PARIS CEDEX 15. 

Fax: (1) 43.3503 22 (Paris) Telex: 250 618 F- 

Telephone: (1) 43 20 14 10 (Paris) 





UNIVERSITY OF CALIFORNIA AT RIVERSIDE 
DEPARTMENT OF ECONOMICS —~ 


As part of a long-range expansion, the Department of Economics at the 

University of California, Riverside; has two vacant positions for tenure-track 

faculty. As a member of the campus Graduate Economics Group, the main 

research focus of the Department is in the broad area of political economy 

and international development. Within that context, the Department seeks 
0 fill two positions: NE : i 


1. A SENIOR-LEVEL POSITION 
(PROFESSOR OR ASSOCIATE PROFESSOR) 

| IN ECONOMIC DEVELOPMENT —. - 

The Department is searching for a distinguished development economist 
with an established research record and a strong commitment to excel- 
lence in teaching. Applications and nominations should be sent to: 
Professor Keith Griffin, Chair, Search Committee No 1, Department of 
Economics, University of California, Riverside, CA 92521. 


2. A JUNIOR-LEVEL POSITION ! 
(ASSISTANT PROFESSOR) IN LABOUR ECONOMICS 


Applicants should have strong research and teaching potential in labour 
economics and the PhD in hand by the time of appointment. The 
Department has a preference for a person with research interests in such 
areas as poverty and income distribution, labour market. segmentation, 
discrimination and the economics of race or gender. Applications should be 
sent to: Professor Keith Griffin, Chair, Search Committee No 2, Department 
of Economics, University of California, Riverside, CA 92521. 


Applications should include the candidate's curriculum vitae, at least three 
references, samples of published or written research, and available 
teaching evaluations. The deadline for completed applications is 1 
December 1988. j 


. The Department of Economics, University of California, Riverside, is an 
Equal Opportunity/Affirmative Action employer. Minorities and women are 


encouraged to apply. 
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NORTHERN IRELAND ECONOMIC RESEARCH CENTRE 
APPLIED ECONOMISTS 
NIERC is an independent research centre funded by 
ESRC, Northern Ireland Government, and private firms 
to study the Northern Ireland economy and related 

issues in regional economics. 
Applications are invited from well-qualified graduates 
in economics or related disciplines. Any specialism will 
be considered but preference will be given to the 
following areas: 

1. Regional Economic Forecasting 

2. Rural Development 

3. Industrial Analysis 
Appointments will be for two and four years (renew- 
able), depending on seniority. Present salary scales 
are: Junior Research Officer (£8,675-£11,680), Re- 
search Officer (£9,865-£19,311) and Senior Research 
Officer (£18,290-£24,765). NIERC is a member of the 
Universities Superannuation Scheme. Secondments 
will be considered. 
Applications with CV (three copies) to The Director, 
NIERC, 48 University Road, Belfast BT7 1NJ from 
whom further particulars may be obtained. Closing 
date: Monday 31st October, 1988. | 


SUTHERLAND ASSOCIATES 


Management Consultants and 
Occupational Psychologists 


TAX LAWYERS 
NEW ZEALAND 


Our client is a leading commercial law firm advancing its strategic 
objective of developing a premier tax practice. 


Firm Profile 

* in excess of 300 partners and staff 

* Offices in Auckland and Wellington 

* First class client base serving leading corporate, commercial 
and governmental organisations - 

* First class reputation in corporate structuring, international 
transactions and strategies 


Position Profile | 

* The firm is seeking partners or potential partners to take a 
leading role in the further development of its tax practice 

* Applicants should possess relevant experience from legal, 
accounting or corporate management positions 

* Applicants are expected to match their technical experience 
with proven business and leadership skills 


incentives 

* Excellent financial rewards 

* Full assistance will be given to the appointee and dependants 
in orienting them to New Zealand's culture and outstanding 
lifestyle 

* Reasonable travel and removal expenses 

Applications m 

* Strictly confidential. Applications close on 30 November 1988. 
Please send a full curriculum vitae to: 

P, P; M. Sutherland 


CPO Box 3457, Auckland, New Zealand | 
Telephone (64-9) 418 4497 Facsimile (64-9) 4190319 
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THE UNIVERSITY OF MANCHESTER 


‘SENIOR FELLOWSHIPS | 


|. ^ Applications are invited for SIMON RESEARCH FELLOWSHIPS in any of 
4. the Social Sciences; including Law and Education, tenable during the 
“academic session 1989/90. Stipends, where applicable, normally within 
.the range £9,260-£19,310 pa (Simon Research Fellowships) or £20,270- 
£22,910 pa (Simon Senior Research Fellowships) according to qualifica- 
_ tions and experience. © 
Applications are invited for HALLSWORTH FELLOWSHIPS in advanced 
*] work in the field of Political Economy (including Public Administra- 
[| tion). Stipends, where applicable, within the range £9,260-£28,820 pa 
. according to qualifications and experience. Ex 
These Fellowships are not awarded for postgraduate study and 
applicants should have experience which will qualify them to carry out 
a substantial piece of original research: Enquiries about the scope of 
the Fellowships are welcomed. Further particulars and application 
forms (returnable by December 1st, 1988) are obtainable from the 
Registrar (Academic Staffing), the University, Manchester M13 9PL. 
Telephone 061 275 2028. Please state for which Fellowship details are 
required and quote ref. 238/88/EC. 


The University is an equal opportunities employer 










































HUNTING 
| & | TECHNICAL 
Hunting) SERVICES LTD 


.. CHIEF © 


Hunting Technical Services is a leading interna- 
tional consulting company involved in agricul- 
tural and rural development throughout the 
world. "dd 


We propose to appoint a Chief Agriculturalist to. 
provide technical support and supervision to the 
25 professional agriculturalists currently. em- 
ployed by the firm. | 


Applicants should preferably be aged between 
38 and 50. They should have a degree and post- 
graduate qualification in agriculture and have 
held a senior position in a consulting company, 
research organisation or international develop- 
ment agency. Wide experience of agriculture in 
the humid tropics, arid and semi-arid areas of 
the world is essential. 


The post is based at Head Office in Hemel 
Hempstead but will involve frequent overseas 
travel. 


Applications in writing with CV to: 
The Administrative Manager 
Hunting Technical Services Ltd 
Thamesfield House, Boundary Way 
Hemel Hempstead, Herts HP2 7SR. 





University of Liverpool DELE 
LIVERPOOL SCHOOL OF TROPICAL MEDICINE 
Department of International Community Health 
Applications are invited for the post of Senior Lecturer (Cli 
of International Community Health. Applicants should be qualified medical 
practitioners with postgraduate training ih community health and epidemiology, and 
experienced in the health problems of developing countries. . 
The appointment is for a senior and key position in a busy and expanding 
Department. The incumbent should be an accomplished teacher and experienced 
in health services research. In addition to fulfilling. the teaching and research 
functions, s/he would be expected to establish and maintain active links between 
the Department and governments and institutions in developing countries, and with 
international and bilateral development agencies, and.to serve as an honorary 
consultant to the Mersey Regional Health Authority. 


Initial salary on the scale £27,500 to £35,500 per annum. 


Applications, together with the names of three referees, should be received not 
later than the 30th November, 1988, by the Director of Staffing Services (AS). The 
University, PO Box 147, Liverpool L69 3BX from whom further particulars may be 
obtained. Quote ref. RV/165/E. 


Ii University of Aalborg, The Faculty of Social Sciences, .. 








An Equal Opportunity Employer 





FUND RAISING: A 
DIRECTOR OF DEVELOPMENT HSS 7 


international organisation needs fund raiser to work with its Director on 
corporate/foundation/individual giving. Post offers excellent contacts 
and opportunity, salary commensurate with experience: Requires two 
plus years’ experience, good written presentation. — | 


Send CV to: 

The Director, ISS, 
23 Tavistock Street, 
London WC2E 7NQ, 

United Kingdom. 









T E University of Aalborg, Denmark 
ASSOCIATE PROFESSOR IN ECONOMICS 
E x (position number 40910) St 


Applicants to this position should possess a PhD in economics or the 
equivalent and in addition have done some years research work. l 

The appointee will be expected to teach courses at different levels in economic 
theory and policy, and to participate in research activities at the university. 
The research at the University of Aalborg is mainly organised in two research 
programmes: A macroeconomic programme concerned with develapments in 
general, macroeconomic theory. and in macroeconomic: policy, and 2 - 
programme about the relations between institutional, organisational, techni 
cal and economic change in national economics, participating in thi 
international competition.and division of labour. = = 


The position is either permanent (associate professor) or for a period of four 
years depending on the qualifications of the appointee. If there are no qualified 
applicants for the position as associate professor, the position will be 
provisionally converted to assistant professor (adjunkt), and the applicants 
will be selected without renewed posting, unless the applicants state no 
interest in getting employment as such. The position is expected to be 
affiliated to the Institute of Production. 


Hos enquiries to Associate Professor Bjorn Johnson, tel: 00945-8- 


The rules for employment as associate or assistant professor at higher 
educational institutions are valid and can be obtained by calling the university, 
tel: 00945-8-159111, ext 281. The present salary for an associate professor is 
approximately dkr20,000, and for am assistant professor approximately 
dkr17,000, but the exact individual salary depends on experience and 
background. RIS 

Theoretical as well as practical knowledge is of great importance. Further- 


more, pedagogical qualifications are called for. i 
Terms of employment will be made according to agreement between the State 


and the Academic Trade Union. Selection of applicants is performed by an 


expert committee, whose report will be submitted to all applicants. 


. Applications, marked position nr.40910, and enclosed publications and other 


material, all in three copies, along with a list stating the enclosed material are 


to be in hand not later than 14 November 1988, by the morning mail. 


The application has to be forwarded to: 









,bO0 Box 159, 9100 Aalborg. — 


nical) in the Department 











APPOINTMENTS 















An EEQ/AA employer. 





SENIOR ASSOCIATE. 


The Population Council, an international non-profit. organisation, is seeking an 
individual to conduct health and mortality related research at its NY office. Principal 
focus of research will be the analysis and evaluation of intervention policies and 
programs for reducing the major causes of infant and child mortality in the | 
developing world. Qualifications: PhD in a social or health science; minimum of 10 
years post doctoral professional work; relevant experience in developing countries. 
Some travel involved. Excellent language and communication skills. Fluency in 
English; French, Spanish or other language skilis desirable. Excellent benefits. 
Salary: mid 50's to high 60's. Forward application to Ms. Betty Joyner, Deputy for 
Personnel Services, The Population Council, One Dag Hammarskjold Plaza, New 
York New York 10017. Deadline for applications: 15 November 1988. We especially 
encourage applications from qualified female candidates. 


LA TROBE UNIVERSITY, MELBOURNE, AUSTRALIA, SCHOOL OF ECONOMICS 


SENIOR LECTURERS—ACCOUNTING/FINANCE (TENURABLE) 


The Department of Economics wishes to make two senior appointments to 
complement the activities of the existing staff in.its accounting/finance areas. 


Applications are invited from persons with broad interests in these fields. Any 
particular ability to contribute to the teaching of corporate reporting, income tax 
and financial accounting would be favourably regarded, However, it is the intention 
of the Department to select the best candidates regardless of their specific areas of 


expertise and research interest. 


Although these positions are advertised within the Senior Lecturer range, the 
School of Economics expects to be able: (a) to pay a substantial salary loading 
above the top of the Senior Lecturer range to. attract suitable persons; (b) to fiii 
these positions at Readership level; and/or (c) to fill these positions ona contract or 
consultancy basis. Appointments above the top of the Senior Lecturer range would 
be subject to individual negotiation with the University. If further details on salary 
and appointment packages are required, candidates should contact the Chairper- 


son, Dr P. C. Langley. Tel: 479 2718. 


The University reserves the right to make appointments by invitation. 
Closing date: 28 October 1988. Ref No ACA 0/300, - 
Salary: Senior Lecturer: A$39,745 to A$46,179. 


Applications (marked confidential) including. reference. ‘number, names and 
addresses of three referees and curriculum vitae should be forwarded to the Stafi 





the UK should also forward a copy to the Appointments Officer, "Association of 
Commonwealth Universities, 36 Gordon Square, London WC1H OPF, from whom 


further information is available. 


Equal opportunity is iii nolicy. 


Coleg Prifysgol Cymru. 


Aberystwy th 


The University College ot io 


LECTURESHIP 
IN ECONOMICS 


Applications are invited for the 
above post. An interest in Macro- 
Economic aspects of economic de- 
velopment will be an advantage. 
Salary on the Scale for Lecturers, 
£9,260 to £19, 310 per annum, with 
initial placement on Grade A 
£9,200 to £14,500. 

Further particulars and application 
forms can be obtained from the 
Staffing Officer, "The University 
College of Wales, Old College, 
King Street. Aberystwyth SY23 
2AX (Tel 0970 623177, ext 207). 
Closing date for applications: 
Monday; 31 October 1988. 


APPOINTMENTS 
WANTED 



























PhD psychologist (clinical) with 
MBA, fluent in English and Hebrew 
seeking a challenging administra- 
tive/management position or an 
affiliation with a management con- 


sultation firm. Must be based in 
Israel. Available February 1989. Is- 


raeli & USA citizenships. 


Write io: PO Box 1421 Culver City, 


CA 90232, USA. 
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Correspondents 
Electronic 
Business 


is developing a network of | 


part time correspondents to 
cover the high technology 


- business markets in Europe. 


You must be a seasoned 


- business "journalist who is 


fluent in. English. Knowl- 
edge of electronics industry 


-is beneficial. Correspon- 


dents are being sought in 
West Germany, France, 
Netherlands, United King- 
dom, italy and Scandinavia. 
Competitive freelance rates 
offered. Qualified candi- 
dates should send résumé 
to: 


Michelle A. Clarke, Cahners 
Publishing Company, 275 
Washington Street, Newton 
MA 02158, USA. 





An equal opportunity employer 





Graduate 
School of 
Business 


Administration 


» IBEAR MBA Progra 

^; Graduate School of Business Administration 
‘University of Southern California 

Los Angeles, California 90089-1421 

Phone: 213 743-2272 

Telex: 4720490 USC LSA 

Facsimile: 213 749-5887 





^n intensive three-week programme for members of an 
organisation's top executive team. l 


STRATEGY * ORGANISATION 
FINANCE * MARKETING.. 


Since it began in 1967 the School's Executive 
Development Centre hàs established itself as an international 
centre of excellence in management education. : 

The Senior Executive Course's distinctive 'project- 
based' approach to teaching and its rigorous academic 
standards have earned it a worldwide reputation. 

The School prides itself on its ability to provide 
relevant, practical, challenging and stimulating programmes 
for senior managers in industry. 
The next two courses run from January 23rd to 
February 10th 1989 and from May Bth to May 26th 1989. 
For further details complete the coupon and return to: 
The SEC Administrator, Manchester Business School, 
Booth Street West, Manchester. M15 6PB. 


University | 
of Southern 
California 


A one-year 


executive 


development | 
program . — 
offering the 
Master of 
Business 
Administration 
Degree 
emphasizing 
global and . 
Pacific Rim 


| Manchester 
Business SOs 


Tel; 061-275 6333 Ext: 6395. 


Telex: 668354. Fax: 061-273 7732. 
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Next program 
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Long and short term Haining for skilled professionals 
from developing and industrialized countries. 


PROGRAM IN INTERNATIONAL 
DEVELOPMENT POLICY 


|: Policy Fellows analyze case studies, collaborate on white 
i papers and consult with top technical and policy experts for an 
< academic year (Sept-May). 1989-90 Seminar Topics: Export. 
“Oriented Natural Resource Exploitation for Development and 
The Evolution of the Public eu M.A. Degree option. 


PROGRAM IN POLICY 
AND MANAGEMENT . 
OF STATE-OWNED ENTERPRISES 
: Policy Associates undertake similar studies during intensive six- . 
week training workshops. Four workshops for 1989-90: State Enter- 


. prise Policy and Management; Petroleum Sector Management: 
> .Mining Sector Management, and Forestry Resource anaes 


A r THE DUKE CENTER FOR . 
INTERNATIONAL DEVELOPMENT. 
| - Mary E. Altomare - 
. . 4857 Duke Station 
- Durham, NC 27706 USA 
-. (919) 684-8894 
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EXECUTIVE MANAGEMEN T 
PROGRAM 


(For upper middle- and senior-level general -` 
management executives who make or influence 
strategic decisions at the corporate, division, group, 
and plant levels) 













The next four-week program will be offered 


JANUARY 15 - FEBRUARY 10, 1989 










. FOR MORE INFORMATION ABOUT THIS AND 
OTHER EXECUTIVE PROGRAMS, WRITE OR 







Dr. Albert À. Vicere 
Assistant Dean and Director of Executive Programs 
310 Business Administration Building 

The Pennsylvania State University. 

University Park, PA 16802 
Telephone: (814) 865-3435 © 
c TWX : 910- 240- 5959 | 


















| a .. 800 N Sepulveda Bivd, Los Angeles, California 90049—Dept 137—USA 





INSTITUT DE FRANCAIS = 


The highest quality teaching ^ 

A high-level international student body 
A cordial, hard-working atmosphere . 
Excellent French food 

A breathtaking setting on the Riviera 
A truly caring staff 


Daily 8.30-17.00 |. with 2 meals 
For adults. 8 levels: Beginners I to Advanced II 
Next 2,3 of 4-week immersion course starts 24 October, 21 November and all year. 
INSTITUT DE FRANCAIS — EJ 15 
23 Av. Gén.-Leclerc, 06 Villefranche/ Mer. Tel.: 93 01 88 44. Tix.: 970.989 F, 
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UNIVERSITY DEGREE 


For Life, Academic & Work 
Degrees for people who want to be more effective and 
secure In their Jobs or Professions. 


n a BACHELOR'S MASTER'S or DOCTORATE Degree by 
your life and work experience. College equivalent credits are 


Metch given or your job, military, company training, 
your position seminars on business experiences. We accept collage credits no 
with a egal degres matter when taken. No residency required. 
and transcripts Our graduatas are recognized for their achievements in business and 
As you know industry. We will assist you in completing your degree OUT 
experience is still the Ou ONNA oibsosa OF ANETE a your cu Obs nud ine 
l Si Dagros Send dotato résumé on work Ho and academic experience for a no 
cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


"MARKETING | 


Graduate and undergraduate courses 





| @ courses in small groups @ each student followed-up: - 
individually @ a business-experienced academic team @ © 
accelerated progress by means of summer semesters 


Career oriented undergraduate and graduate programs in 
business administration, information systems, internation ' 
management, hotel management, communications, 
public relations and European languages. 


European 





University 


THE CAREER BUILDERS 





For information and application contact the Registrar : 


BELGIUM . SWITZERLAND 
A 3 à GENEVA : 
marikalai 131, Chaussee des Coquelicots 16, 

B-2000 Antw. CH-1214 Verniar [i 

Tel: (432) 25/208. 10.82 and FRANCE Tel. : (441) 22/ 

(432) 3218.81 PARIS (Versailles) : Courses in Eh or Seer 

Courses in is or English Rue des Chantiers 35, 

BRUSSELS - 78000 Versailles 

Rye de Livourne 116-120, Tel: («33) 1/30.21.11.77.— MONTREUX: 

B-1050 Brussels - Courses in French or English Grang Rue 42. 

Tet. > (432) fives 67:81 and ; .  CH-1820 Montreux l 
r32) 2/648. i Tel. : (+41) 21/963. 11,67 


Cours s in "French or English Courses. in French or English 


The $ European University is -a member of the American Assembly of 
: Cateye © Schools of Business. 











RELATIONS 
AND DIPLOMACY 


BA AND MA DEGREE PROGRAMS 


Schiller International University offers graduate and 
undergraduate degree programs preparing students 
for rewarding careers in government, finance, 
business and many other fields. An experienced 
Faculty following the American higher education 
system provides the essential knowledge and 
understanding of international relations and 
diplomacy for a successful career. 





* Small, international classes 
* Entry into BA program with high school diploma 
* Two-semester MA program for undergraduates 
* Location in Central London 
* Programs also offered in Paris and Heidelberg 
* Language of instruction-- English 
* Programs begin Fall, Spring and Summer 


J SCHILLER INTERNATIONAI 
- Dept MIR3), 51 Waterloo Road, London SE18TX | 
Tel: (01) 928 8484 Telex: 8812438 SCOL Fax: (01) 6201 226 
(Accredited member AICS, Washington DC, USA) 








CONFERENCE 





Perestroika 


‘How will changing economic policies ; affect your business: | 


Abel Aganbegyan, Gorbachev's economic adviser; 
will be in London for a day to highlight the new 
opportunities for British business and to answer 
questions from chief executives and senior managers. 


He will be interviewed by Peter Snow, BBC TV; Sir 
Bryan Cartledge, former British Ambassador. in Mos- 
cow; and other experts. There will be ample time for 
open discussion. 


9 November 1988 
0900-1630 
Grosvenor House Hotel, London 


To reserve places, or for more details, write, phone or fax 

Ambrosetti Group 

8 Clifford Street, London WIX IRB 

Tel: 01-434 9091 i n | Ea 

Fax: 01-439 1598 ` d 2t 
1 


Ambrosetti 
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Learning. 














MANAGEMENT OF TECHNOLOGY — 









305) 284-2344. 




















LL.B, 


Home Study with your - 
tutor available throughout 
the course by telephone or 
post for this important | 
London degree. 

Free prospectus from: 
The Registrar, 

Dept. CAB, 

Wolsey Hall, Oxford 
OX2 6PR, England 
Tel: (0865) 310310 | 

(24 hrs.) 

















Brushup fed 


language skills IET 
We Ger audio cassette courses BA 
for beginners, intermediate amd . 


&dvariced study. sais easy to Jh F 
maintain or improve yout pul T d $ 


foreign language skills. i 

Our range ot aver 130. “SRS 
courses (many developed for t A State. 
Dept.) in more than AO languages: docude- 
Arabie: Bulgarian ^ 
Fréüth. Hungarian — Malin - 
German Portuguese Spanish 
 Wetean — Vietnamese Tor 
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CATALOGUE ta get bee details? 





Stud yat home for 


GIVE YOUR CAREER A REAL BOOST WITH 
A MASTER IN BUSINESS ADMINISTRATION 
DEGREE FROM DURHAM UNIVERSITY. 


, 9 Course developed by Durham University and RRC Open 


€ Complete programme of study with all materials and 
assignments provided by RRC. 

® Study by Open Learning - structured home study with two 
one week full-time sessions at Durham University. 

€ Personal tutor support by telephone and in writing. 

€ Pui into practice what you learn immediately. 


Send now for your FREE Prospectus to: RRC 
Open Learning, Dept EJ15, Tuition House, Lon- 
don SWIS 4DX. Free Advice: 01-946. 51. 3 


DURHAM —(Surr-opmj Prospectus: 01-946 1102 (24 hiur zn 
UNIVERSITY recordacall service) quoting Dept. No. above. Open Learning 


BUSINESS & 





INTERNATIONAL CONFERENCEON © | FLAT. MAN AGEMENT AND REI 


| SOLLECTION FOR: EXPATRIATE 


Fabian 2 March? 1990 in Miami, ! ie USA 
Abstract deadling-Janvary 30. -. SHEPHEARD AND CO: 43 Carlt 


189. 0 P 
ADDRESS ABSTRACTS OR QUESTIONS 70: e 
Dr Tarek M. Khalil, Chairman, Department of 
"epp Engineering, University of Miami, | 


PERUENIRE ERE ERE 
PO Hah mM. "a 3324 GRADUATE, 34 years, experienc 





_ flavour. Multilingual, main Germ 


WANT TO BE REPRESENTED IN T 


| Pe “O I" eH owi [l 


- Chinese - Dutch 
Hausa 















MES iis 
















RRC 












PERSONAL 

























Drive, Putney, London SW15 2DG. Te 
01-789 2181. 


director and general manager, see 
management position with international 





italian. Tel: 061-429 6352. 


COMPUTER SYSTEMS. Busine: 
systems analysis, design, auditir 
quality assurance, training, feasibi 
exer IT HEAD. Tel: 09274- 








KYO? Japanese marketing agent vis 
ing Britain and US. later this year wi 
represent quality manufacturing and 
service companies in Japan. Call Joce- - 
lyn Briggs, Akiba and Co, 38 St. John. 
Street, London ECIM 4AY. Ter.01-251.— 
8798. Fax: 01-251 8801. 3 


FEMALE OXFORD GRADUATE, 20. 5 
with year's experience in top manage- - 
ment consultancy firm and fluent in - 
Franch seeks stimulating career oppor- 
tunity. Write to: Box 3617, The Econo- 
must, 25 St James's Street, London 
SWIA 1HG. a 














BUILD YOUR 
US BUSINESS WITH BRICs 


Harian Brown & Co provides detaded product, inam foo 
ti, and marketing information on private d: UA 
ied: divisions of public corporations for Acqui ji 
and Competiter anatysis. eed 
"Will; your US acquisition succeed? The BRIC study E 
^givé$ you the information you need to make the ra WES 
Ter mr EU: 
: mire information write/call- Mr Bal 
ideni, international: peg vdd fim St, 
vail USA. Tet: TUEN 


HANDWRITING d 


“Suspect Documents: Bxaenierot Forged! 


‘Anonymous writing, — 
Also Personnel/Character Assessment. 
P. Lavell 


E Village Close, London NW3 SAH: 
18017046060. 
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a6 6 Duayoott Place, Landon SHI 
Leary Ys Soriuced Kudos 
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Of 997 6692 —— EX SAP eve 






For free orice . about our publications, 
write: 
Overseas E 


m ment Services, 
EC, PO Box 450. Own ot Mount Revel 
, Canada disini 


DIPLOMAT HOTEL 















: COBURG HOTEL 























129 Bayswater Road, 2 CHESHAM STREET 
Hyde Park, BELGRAVIA 
London W2 4R] LONDON SW1X 8DT 
Tel: 01-229 3654 Tel: 01-235 1544 
Telex: 268235 COBURG OLEI M 






Fax: 01-229 0557 
Single: £55.00 íncl VAT 
Double/Twin: £77.00 incl VAT 
Extra Single: £15.00 incl VAT 


ravia, within walk- 
ing distance of Harrods. Provides 
unsurpassed opportunity for super 
pen ainan Na and M English 
breakfast at exceptional value. 


in Exclusive Bel 





















B Facing Hyde Park. Traditional Single: £49.95 + VAT 
hotel with all amenities. Double/Twin: £64.95 + VAT 
English breakfast included. Extra single: £19.95 + VAT 











CUT THE COST OF - 
‘YOUR STAY IN LONDON 


Take à furnished self-contained service 
apartment jn  Knightsbri 8, near Harrods. 


Fully equipped: kitche 
prone, colour TV, central heating, elevator. 
it 1-2 persons, Brochure by airmail, 


Knightsbridge akt 
45 taiaroa Serve Gar ON SW? 
Tei: 01-584 4123. iera tn (Ref KSF) 


EXECUTIVE 
HOTEL 


57 Pont Street 
Knightsbridge 
London SW1X OBD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Teiex: 941 3498 EXECUT G 


Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 
Extra Single: £19.95 + VAT 


Elegance, privacy and exceptional 
value in one of the world's most 
fashionable neighbourhoods. Buffet 
style English breaktast included. 





mette, bathroom,” 











- kondon 
South Kensington. 









Luxury fully furnished 2-bed. 2 bath flats in 
quiet cul-de-sac off. Queens. Gate: Newly 
4 converted and modernised. with: direct. dial 
‘tel lephories, . electric tiff. video us 4 and 

colour TO d 

| Pull details: Pauline — 

Tei: 01-902 8151. Teléx 893095 ' 
Sunsac Fax " -900 1353. 
Short or long lets. 

: Foreigners can buy on 
(and neighbouring France) 
& Mountain resorts 
Directly from SWISS BUILDERS-DEVELOPERS, you can 
own a CHALET/APARTMENT in MONTREUX, VILLARS, 
LES DIABLERETS; CRANS-MONTANA, CHATEAU. 
UYCEX/GSTAAD, VERSIER, JURA, Thermal Centre in 
the Rhórie Valley, etc. From SFr. 1507000.— 605 cred 

at 644% interest for 5-20 years. 
REVAC S.A. 
52, rue de Montbrillant — CH-1202 GENEVA 
Tal: 41.22/34 15 40 ~~ Fax: 341220 — Telex: tx 22 030 





Financial advisors/brokers AGENTS REQUIRED by a major financial institution 











have a new product which will interest you. 


the London International Stock Exchange), is now available. 


just send your business card or a letter to: 
Box No 3618, The Economist, 25 St James’s Street, London SW1A 1HG. 


CANADIAN COMPANY FTO 


Canadian ceramic tile manufacturing 


. company located in Ontario seeks buy- 

. ers and investors. Extremely profitable. 
Motivate staff, solve. problems, 
save money in any kind of busi- 


Solid opportunity. For more informa- 
ness. For details of a seminar in 


tion, contact: 
R. Frisch, VP, Estevan Brick, 

London on 18 November 1988 call 

041 332 9108. 


1406 Avenue R ina, Saskatchewan, 
THE ECONOMIC LEAGUE 














Canada S4N . Telex: #0713121. 





























\ FRANCE TODAY! 


FRANCE PANORAMA is an 
exciting new concept in foreign 
language programming. Now, 
twice a month you can receive 
a unique video magazine all in 
French that focuses on news, 
sio sports, fashion, arts, culture, 
current affairs and featuring 
music videos and special 

interest topics. 

Each fast-paced 45 minute 
‘Video brings France into 
your home, classroom or 
Office. A free user guide 
will accompany each issue 
. Of FRANCE PANORAMA. | 


80 Day Money Back Guarantee; 


CHARINGWORTH 
MANOR 
SEE THE HEART 
OF ENGLAND 
from Charingworth Manor 










Charingworth Manor, 
Nr Chipping Campden, 
Gloucestershire QL55 GNS. 
Tel (038 678) 555 . 
Telex: 333444 CHARMA G 








Ta subscribe of obtain a preview tape. 
CALL TOLL FREE: "(800 338-4814 
in NY: (212) 840-7830 0t write to: 
JEM Communications, Inc. 
49-West 38th SL, Suite. 3500. 
New York, NY ionis AEN S 
VISA & MASTERCARD ACCEPTED mal 









If you are a financial advisor or interniediary and would like to. represent an offshore tándi in a rapidly exp 


QS doa daret PES aL 
Safaris & beach 
f y fe m SM 2 
ral HAGYS 
Kenya is à country that will excite your every 


sense with ils beauty. danger and exotic 
oor brochure 


Culture. To obtaima copy o 
piease contact us at 
SOMAK TRAVEL LIMITED 
35 gs Road, Wembley, Middlesex HAG 2D. 


is 
i 





629 Camino Los Mares 
‘Suite 208 
| San Clemente, CA 92672 — 


“ST. GAMES , SNUMISMATICS 


U.S. RARE COINS 


PCGS Graded Coins on Y 
Call or r wA tor information on Individual Coins, Portfolios, and Sets. 





anding sector of the i investment ‘market inen we 
The opportunity to represent a (non-equity) fund offered by an established financial institution (assets in excess of $US7 billion, and a quoted company on 


Commissions are highly attractive, furthermore you will receive the full support of a company with more than 100 years experience in the financial markets. 
Why not write today for full details. AH enquiries will be sale in strict CORIIHOR CR. 


AUTHORS invited = to submit 
manuscripts, all types (including po- 
ems), for book publication. Reasonable 
terms. Stockwell, Dept 75, Ilfracombe, 
Devon, UK (Est 1898). 


CONFIDENTIAL TAX EXEMPT COR- 
PORATIONS. For registration write 
CARIBBEAN CONSULTANTS AND 
AISON GROUP LTD, PO Box 2zz, 
Basseterre, St Kitts, WI. Tel: 809 465 
2887. 


EAMMIHIEPIOPPTUPNANEHIAIAUAAMUAUUNLLNPUUVARHHPAREUHUPUERL UR HNAAPOPARIPIUURELA RIAM PR APERIAM LULA RANA 


The New York Association For International 
Investment is a group of investment profes- 
sionals who specialise in non-US equities. 
Once a month, we invite the senior mana 

ment of a stock- -exchange listed Blue Chip 

company to present themselves before n 
association in NYC. To find out more about 
this association, we invite you to call Ms 
Carol Franklin (0101-21 -445) or Mr 
Guy Kanija (0101-212/459.7108) in New 

















































. Tel: 714/665-5424 
Fax: 714/494-3213 
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though it has been rising throughout 1988. 
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| ECONOMIC AND FINANCIAL INDICATORS - 


OUTPUT, DEMAND AND JOBS Unemployment fell in three of the countries in the table. In 
September America's unemployment rate was 5.4% (compared with 5.6% in August and 5.8% at 
the beginning of the year); Canada's was 7.896 (compared with 8.096 and 8.196); West Germany's 
was 8.796 (compared with 8.896 in August, but unchanged from January). Germany's industrial 
production rose 4.796 in the year to August; Spain's was 2.696 lower in July than a year before, 


p hear ia ee 
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COMMODITY PRICE INDEX 
mm The strong but volatile cop- 

per market has pushed 
prices to a record of over £1,600 a tonne on 
the London Metal Exchange this week. 
Prices will stay high for several months, says 
Shearson Lehman Hutton, because stocks 

















% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate | are low. By the end of 1987 copper stocks in 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago non-communist countries were enough to 
Australia — 4123 4 19 wy +31 +22@ — 59 +09 a 70 a — 81 cover only five weeks of consumption. After 
Belgium +50 +26 w na — na — 3107 404 wi — 117 ^ 126 | Mising slightly early this year, stocks are 
Canada +52 +64 m +39 +49 + 61 + 43 w 78 sy B6 falling again. Demand is likely to set another 
France — -13 +29 m +24 +350 58 +22 wm 104 ag 107 record at more than 8m tonnes in 1988. 
W. Germany + 94  * 47 my -07 + 34 @ +10.6 nl a 87 s 90 Production has failed to match expectations. 
Holand +106 +57 m +37  *320 — 5S.» +09 mt 140 a9 — 140 At 6.7m tonnes, mine output is likely to be 
Japan + MEIN we ao t M d TM x Zambia, Zaire and Peru might altogether 
Spain ~~ . — v M JA TN . » 021 , Aug RV. ' * 
Sweden 70 4 19 4  *42 *10w -152 + 04 a 184 24 | Mine 125,000 tonnes less than in 1987. 
Switzerland — 68 *57 o * 11 + 28 œ + 26 nil Jng 0.7 ws" 0.7 bs 
| +54 +30 m +18 40m (+84 +61 mm E 100 | 1 EE lace ane 
zih +65 +53 mw +30 +420 $412 +23 5435 59 year 
tValue index detiated by GP. Dollar index =y 
All items 141.1 — 1439  — 21 +187 
PRICES AND WAGES Britain's wholesale prices rose 5.0% in the 12 months to September; this | Food | 1149 w— 1138 —- 35 +205 
measure of inflation has risen from 3.8% since the beginning of the year. Italy's wholesale prices | industrals disi- nan p RE. 
increased 5.0% in the year to August. West Germany's consumer prices rose 1.4% in the year to Nia ha T2482 — 19 On 
September, up from 1.2% to August—the fastest rate of increase since the end of 1985. Metals 1861. 1972  — 09 4284 
Switzerland's 12-month rate of consumer-price inflation rose to 2.096 in September. Sterling index 
% change at annual rate All items 1008 — 1075 (— 33 +138 
consumer prices* wholesale prices* wages/earningst Food 86.9 850 — 46 +156 
ST DK as NIE Asa st E ea 1265 1208  — 24 +127 
Australia 4 70 T3 May + 68 + 76 an + 31 + 63 mny’ x: à P 
Belgium +27 +09 r» + 16 nil an -134 +15 a° ET 1083 ae 1—30 —1 
France Sy was 7:2 Lu T *39 +39 we NIMM kine vate ma 
open See + 04 + 14 se + 24 +13 ag + 7.7 + 34 w r " 
b osos p^r FUN Ny. i SD ae * 10 + 09 as ree = = a 
my ar — db ae E T * 4B * 50 ^w * 60 + 62 m’ All 131.1 13950 —17 +161 
ie as + 0.7 aw + 23 — 10 A * 35 + 30 w Nia tt 1102 109.4 -23 417 
a + 57 + 56 ^ + 23 + 30 u + 46 + 6.8 ww Metal —43 CLS 
Sweden + 4B + 58 us + 62 + 63 w * 18.8 + 69 * = a = t 
Switzerland |: 0.2 + 20 sọ + 25 + 2.1 ^s — 32 t 3.1 o’ $ per oz 397.25 406.25 — 33 — 116 
ow + 66 +57 Aug + 47 + 50 Set * 10.6 + 90 wx Crude oil North Sea Brent 
i +51 + 40 An + 56 + 27 Ww x 25 + 30 Aw $ per barrel 1178 1242 — 85 — 365 





D PM ee tnn Nultin, weekly earnings; Japan, and Switzerland, monthly earnings, Belgium, Canada, Sweden and USA, hourly 
earnings; UK, monthly earnings for 


employees. 





@ TIME OUT Hongkongers work the most 
hours and get the fewest days holiday a year 
of all those shown in the chart. In other East 
Asian capitals—including Seoul, Bangkok 
and Kuala Lumpur—people work almost as 
long. In Asia the average number of days of 
paid holiday is less than 15 a year. The same 
is true for both North and South America. In 
Europe, though, the average is over 25 days. 
Some northern Europeans take more than 30 
days of holiday. Both the European and 
North American work-weeks are shorter than 
the world average: only 40 hours, compared 
with 44 in South America, 45 in the Middle 
East and 46 in East Asia. Brussels, home to 
most of the &EC's bureaucrats, enjoys the 
shortest working week of the cities in the 
chart, and a generous 24 days of holiday a 
year. 
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Working time, 1988 


Working hours per year* 


0.0 Holidays per year 
paid working days 


ill 


243 30.8 29.5 28.2 34.7 241 27 
Sovrot. Union Bank of Saiizertand 


dà ee 
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Footnotes applicable to all tables. All figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
115 
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B STOCKMARKETS All the world's main | WORLD BOURSES Signs that America's economy may be slowing to a more sustainable rate of 
stockmarkets have grown faster (in terms of | growth cheered Wall Street: it rose 2.6% on the week. Tokyo slipped a fraction, but London gained 
market capitalisation) than their respective | 1.7%. Other European stockmarkets advanced too; Belgium neared a record high. 








economies over the past decade. Share | Stock price indices % Change on 
prices have risen faster than inflation, and Oct 11 -— ME 4. one one record 31/12/87 
more companies have been listed on the high low week year high L. local — in$ 
^ i rrency terms 
stock exchanges. Hongkong is still at the Australia 15435 ' 1657.8 1170.7 t 13  —288  -331 4177 +308 
ead of the table, though its stockmarket | giu saoo sa — 3.94 FIs Foi — 14 ^ X42 55 
capitalisation, 116% of Gop at the end of | Canada 33907 34654 20779 +29  - 98 -76 473 154 
1987, was lower than a year earlier. Tokyo | France 383.2 384.9 251.3 +09  — 14  -168 +965 +156 
has moved up the league, and now stands | W.Germany 15929 1602.8 1207.9 * 21 — 378  -301 +226 +42 
second; its capitalisation has climbed from | Holland 281.2 284.8 205.7 + 30 — 71 158 +34.7 +14.4 
80% to 100% of Japanese cop. Britain has | 4 2571.6 2772.5 2223.0 +64  —331 -349 4117 +109 
$572 on at the en sockmarket | Set tae eee ee  — 11 1 39 RR E TED 
$672 billion at the end of last year—and > i TS A m 
E 1018.5 1177.9 833.6 * 13  —290  -323 +237 4216 
sete eph dier wh dig South Africa — 17850 1758.0 1387.0 +26  —208  -—212 4237 -4% 
x p , 285.1 301.6 225.5 + 0.8 — 112 —12.4 +255 +10.4 
they have slipped behind Tokyo's $2.9 tril- Re 31777 3203 2185 *18  - 22  -—27 4484 1337 
lion; measured by capitalisation as a share | Switzerland ^ 5764 576.4 4666 +20 -196  -210 +215  - 13 
of GDP, they ranked seventh at the end of last | UK 1838.3 1876.0 1694.5 *17T — —2018 — —MB8 +79  -—19 
year, compared with sixth in 1986. USA 2156.5 2159.0 1879.1 *26 ^ — 140  —208 +4112 +112 
tConverted at financial rate 
— Stockmarket NER qudd MONEY AND INTEREST RATES Bond yields eased in America, Japan and Britain. Monetary 
"d MONET 3. We. dn growth slowed in both Japan and West Germany in the year to August. Narrow money grew by 







d" 





6.2% in Japan and by 9.2% in West Germany; broad money grew 10.996 and 6.1%. 





Hongkong 








— > —— j Japan i Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
— 19 Britain % rise on year ago Money market Commercial banks Bond yields Eurocurrency 
| rian Narrow Broadt Overn 3months Prime Deposits Gov't Corporate Deposits Bonds 
“@D SingaporeMataysia | [M1] ji lending 3months long-term 3 months 
| | | Australia +174 +135 a 1325 1388 1550 13.65 12.14 13.14 13.50 14.39 
Belgium +47 +102 œ 738 730 950 6.90 7.97 8.09 731 7.89 
Canada +43 +88 sp 1038 1045 1175 9.69 10.10 — 1074 10.19 — 10.20 
France +10 +63 wm 719 © 7.69 925 7.88 8.72 9.28 781 8.93 
W. +92 +61 ay 480 5.05 6.00 4.60 6.20 6.13 5.00 5.37 
Holland +96 +93 » 325 540 725 5.40 6.06 6.45 544 6.18 
Italy +59 +67 my 1075 11.75 13.00 na 10.68 10.90 11.13. 1041 
Japan * 62 +109 4 400 426 338 — 176 4.84 4.69 4.75 5.00 
Onn Spain +255 +122 « 1133 12.82 13.50 7.50 12.65 13.39 12.00 na 
Q5 Sweden na 450. 1050 10.80 1200 1052 11.38 12.15 10.38 — 11.33 
| Switzerland +154 +106 » 338 375 525 3.25 4.50 4.64 375 459 — 
UK *158 +20.1 rug 8.25 11.85 13.00 — 11.88 947 1023 11.88 — 10.90 
USA +48 | 6644 831 820 10.00 8.26 8.81 966 850 881 


| b 4 1977 figures not available Other key rates in London 3-mth Treasury Bills 11.596, 7-day Interbank 11.5, clearing banks' 7-day notice 3.8%. Eurodoll: 
Source: Morgan Staniey Capital International rates (Libor): 3 mths 8.4%, 6 mths 8.596. 
nie Nash ot Wie Grae e m bene ote rosie rn aay da ok Definitions of interest rates quoted available on 


of Bilbao, Chase Manhattan, Banque de Commerce (Belgium), Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ 
Credit Suisse First Boston, Wharton Econometrics. These rates are indicative only and cannot be conetecd os GINE tp tress tee 


TRADE, EXCHANGE RATES AND RESERVES The trade-weighted dollar fell 0.8% over the week; Currency markets were nervous ahead of America's 
August trade figures. The yen rose 1.5% in trade-weighted terms, sterling rose 0.8%, the D-mark fell a fraction. West Germany's trade surplus fell 
from $6.7 billion in July to $6.0 billion in August; its 12-month trade surplus rose to $72.4 billion. Italy's current-account deficit widened to $3.9 billion 
in the year to the first quarter; Sweden's widened to $1.6 billion in the year to July. 





trade - trade-weightedtt 
men ein currency units per $ currency units foreign umi 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per£ perSDR per ecu Aug = year ago 
Australia — 0.25 Aw = 05 — 95 us 62.4 56.5 1.25 1.38 2.14 1.63 1.40 12.9 10.1 
Belgium + 0.39 feb = (67 + 3.6 0 97.9 99.4 38.8 37.9 66.6 50.7 43.5 8.6 8.2 
Canada + 124 sua + 83 — 7.8 œ 85.1 79.2 1.21 1.31 2.08 1.58 1,35 13.1 6.4 
France — 141 Ag — 4B = 3.1 o 68.6 71.4 6.31 6.07 10.8 8.25 7.07 29.3 31.8 
W. Germany + 600 4 + 72.4 + 47.1 na 144.1 146.3 1.85 1.82 3.18 2.42 2.08 59.0 61.8 


Holland * 018 wy + 25 + 38 o 132.8 134.7 2.09 2.05 3.59 2.73 2.34 14.5 14.2 
Italy + 0.90 wy — 95 — 39 o$ 44.9 47.2 1379 1314 2368 1802 1547 305 . 185 




















Japan +753 y + 922 + 79.5 Ax 243.9 221.4 131 144 225 171 147 89.4 70.4 
— 2.10 Ag 122 121 210 159 137 33.9°° 238 
Sweden il Aog «M 37 — 16 Jun 68.0 67.7 6.33 6.39 10.9 8.27 7.11 8.0 8.4 








Switzerland — — 029 w — B3 + 73 œ 164.7 172.2 1.57 1.51 2.70 2.05 1.76 22.1 20.0 


UK — 3.08 aj — 298 — 197 xw 76.4 73.3 0.58 0.61 — 0.75 0.65 41.8 28.9 
USA — 8.07 Ju —134.3$ —1458 œ 98.0 101.1 — 1.72 1.31 1.12 36.7 34.9 


tAustralia, France, Canada, Japan, UK and USA imports fob, exports fob. Alt others cit/lob. tł Bank of England index 1975 = 100. tt Excluding gold. ** Jul. §New series. 
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- TN overseas ; needn't mean waving 
bon voyage to your money for a fixed period. dx 
With HALIFAX DEPOSIT INTERNATIONAL, it’s 

~ a breeze to get at. 

There is no minimum time limit on your 

: investment and you can have instant 
access with no penalties. =- 

You can even have standing. orders and — 

direct debits. - | 
Being the Halifax you can expect highly 
| competitive interest rates, and. being Jersey- 
based you can get interest with no tax deducted. 

Your sterling investment can start with a minimum 

| of $i ,000 at the. substantial rate of 10. 50%. i 




































snares. 






















Interest rates may vary so you can. call our Halifax Jersey " 
Hotline on (0) 534 59840 for up to the minute information. — 
To qualify for this great investment opportunity you B 
have to be not ordinarily resident in the U.K. If this includes 
you and you would like to.open an account, simply send i us a 
cheque with the completed coupon below. Ru 
It could be your first step to a whole new investment. > 
opportunity. One worth opening a bottle or two to celebrate. 


To Halifax Building Society, International Investment Unit, Ingouville House, ae, 
| Ingouville Lane, St. Helier, Jersey, Channel Islands. 
I/We enclose a cheque/money draft No. 





| VWe are not ordinarily resident in the. U.K. Please s send iht the Pd form | 
for the payment of gross interest. We would like the interest to be: 
| Added to balance[ | Paid half-yearlty ] 





Full Name En Title 
| Address 


etre ote Het tmm an er mer rrr err n bari V Rr dem armare rrt gem m Tre a Entra Ae tT HREM HARYANA RAMEN AA TOME et Iter ANC Wee iN dr 


This sum is being invested in HALIFAX DEPOSIT INTERNATIONAL by me/ | 
us as sole/joint benef icial owner(s). Jd 


[= zum ^ — 0024/91704]. 





smod La ne, St Helier, atia Choline! binds. 
Interest is paid twice yearly, giving a ‘higher compounded annual rate (CAR). if left 
whole year. Copies of the last audited accounts are available on request Halifax. Building Society’ 
aa office is in ation, UK. Rates. are correct at time ‘of going to: press. E 
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The pinnacle of the watchmaker’s art. Blancpain men’s watches in eighteen karat gold 
with automatic movements, ostrich straps and the Tiffany signature. From top: With day, date and moonphase, $7,550. 
With date and sweepsecond hand, $5,700. With perpetual calendar and moonphase, $17,850. 


TIFFANY & CO. 


NEW YORK LONDON MUNICH ZURICH HONG KONG 
SAN FRANCISCO BEVERLY HILLS COSTA MESA DALLAS HOUSTON CHICAGO ATLANTA BOSTON 800-526-0649 ©T&CO, 1988 
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IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 
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OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
AT THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 
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OMEGA. TIMING ITS 20TH OLYMPICS IN SEOUL 
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LEADERS 


On Bothe aback oe 0 Lr ard ar rl Feld, Ee REPE ek e ozePE NI sordes ep MA 15 
North American trade and the 49th parallel ....................... esses 16 
Half America's voters won't be bothered to vote ...............eeee 17 
Let Europa woo the bull... 2255/25 9.4 hayaa ar aaoo a RSS eqs to viu oe re 17 
Wisin co Fortress Bomur v Eae cse GS 18 
head ot DEN S MEMI «1.7900 1 oa ko doce sak sheen pla o Vos o aulasite YER E Rai y diio 19 
Satellite Tv: Beaming soap to Babel ........................ eer 20 
WORLD POLITICS AND CURRENT AFFAIRS BUSINESS, FINANCE AND SCIENCE 
ASIA PRIVATISING AMERICA'S WEST 


25 Rajiv gets lost on his Sri Lankan Tiger hunt 


26 The Indian opposition also twists Gandhi's tail 


26 China blames the “profiteers” 

27 A grain of truth for Japan's rice farmers 

27 Deal clinched on the Philippine bases 

28 Russia’s Afghan exit fee 

30 The high-jump event for South Korea’s prices 
30 Mr Roh goes to New York 


AMERICAN SURVEY. 
31 Bush buoyant, Dukakis demoralised 
32 Little electoral enthusiasm in California 
33 The candidates’ views on social policy 
33 Elections of governors and state legislators 
34 Mississippi's Senate race 
35 Hostility to Spanish as an official language 
36 Seattle: Soggy and satisfied 
43 Variations in doctors' pay 


INTERNATIONAL 
45 Israel’s opaque election 
46 The march of the desert locust 
47 Alan Garcia's Peruvian woes 
48 lraqi Kurds move again 
48 A Colombian ceasefire unravels 


EUROPE 
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On Botha’s back 


South Africa seems to be chang- 
ing, but the white tribe is in 
charge of the brake, page 15. 


Postbank stirs 


Japan wonders whether to spawn — 
the biggest bank in the world, — || 
page 87. 
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Mexico’ s life-loan 
America goes for debt ad-hocery | 
writ large, page 72. 


Rajiv’s twisted tail 
It was the Tamil Tiger that 
smirked, page 25. India's opposi- - 
tion sniffs blood, page 26. d» 


Dire-straits Dukakis — 
Americans think they havea | 
winner, and George Bush agrees, - 
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doesn't bother, page 17. Ci 
nians stay cool, page 32. 
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A price on his head 


How freer markets could boost 
America’s wildlife, pages 21-24. 
Locusts munch Africa, page 46. || 


Selling to Japan 
Not through cosying up to local - 
competitors, page 18. German 

carmakers start to show how, 
page 81. 
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Greater Serbs 


Sirn—You say (September 17th) 

"The Serbs' third of Yugosla- 

via's population still earns them 

only the same one-eighth share 

. of power in the government and 

= party as all the other federal 

units enjoy." This implies that 

the Serbs have disproportion- 
ately little power. 


—— Over«represented Serbs? 


Nothing could be further 
from the truth. In the old royal- 
ist Yugoslavia as well as today 
under the communist regime, 
the Serbs are the dominant po- 
litical factor. They are in control 
of the two most important insti- 
tutions under a dictatorial re- 
am the army and the police. A 

uge majority of the Yugoslav 
army and police officers are 
Serbs. During the period of po- 
litical liberalisation in Croatia in 
1971, it was discovered that in 
Croatia alone, where Serbs 
make up 11'2% of the popula- 
tion, they accounted for around 
30% of all Communist party 





i 
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members and officials and an as- 
tounding 80% of police officers. 
If you visit some Yugoslav diplo- 
matic posts abroad and inquire 
about the nationality of people 
working there you will find 
Serbs far more represented than 
their percentage in the Yugoslav 
population would warrant. 

If anything, they are not un- 
der-represented but over-repre- 





sented, to the detriment of other 
nations and nationalities in Yu- 
goslavia. This, of course, creates 
resentment. 
Pacific Grove, 
California 


ZELJKO URBAN 





Lebanon 


SiR— Your leader “Officiously to 
keep alive” (October Ist) 
shocked and dismayed many 
honest and fair-minded people. 
Lebanon’s divisions are no dif- 
ferent in substance and perhaps 
rather less complex than those 
that inherently exist in many 
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other countries. 


I have just returned from Leb- 
anon and I can assure you that 
my fellow-citizens of all persua- 
sions desire to live together in 
peace and unity. If a referen- 
dum—free of negative regional 
and international influences— 
were conducted today, 9596 of 
the people of Lebanon, regard- 
less of their religious or political 
affiliation, would no doubt 
choose a united and indepen- 
dent Lebanon and reject a Leba- 
non divided into weak and petty 
statelets unable to survive on 
their own. 

Of course we have our prob- 
lems and we are the first to admit 
that the situation in our country 
is an exceptional one. However, 
we are also certain that our prob- 
lems are not insoluble. Left to 


our own devices we will be able 


to settle our differences, as we 
have done many times in the 


past. 
AHMED EL-Hayy 
London Ambassador of Lebanon 





LIFFE 
SiR—As dealers in both the Lon- 


don and Paris futures markets 
we were surprised to see you 
write (October Ist) that in 
France, “the futures markets for 
contracts in government long- 
bonds... and short-term inter- 
est rates are bigger and more liq- 
uid than Britain’s equivalent 
markets on the London Finan- 
cial Futures Exchange". This is 
not true. 

So far this year the London 
International Financial Futures 
Exchange (LIFFe) has traded £1.7 
trillion in such contracts; the 
Marché à Terme des Instru- 
ments Financiers (MATIF) has 
traded £618 billion. 

BRIAN WILLIAMSON 
Chairman 


London GNI Limited 





American lawyers 


Sirn—Drexel is in even worse 
condition than you describe 
(September 17th) if it is not ca- 
pable of retaining lawyers who 
have Drexel's interest in mind, 
rather than their — own 
"...interest...to string out 
the case and make a fortune in 
fees.” 

Your offhand, unsupported, 


one-liner indictment of the 
American Bar is insulting. 
American lawyers recognise 


MINE eq erc ee 
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that—even aside from consider- 
ations of ethics and morality— 
their own interests are identical 
to those of their clients. No law 
firm that will "string out" a case 
in the interest of higher fees will 
survive long. 


New York 








EDWARD LEVINE 





Monsanto 


Si&— You mis-state the judge's 
ruling in a Copper-7 intra-uter- 
ine contraceptive case in Minne- 
sota (September 17th). 

You allege that Monsanto is li- 
able for any damages awarded 
against its subsidiary G.D. 
Searle, the Copper-7's manufac- 
turer. In fact, the court said only 
that it had jurisdiction over 
Monsanto, giving the plaintiff a 
chance to start proceedings. 
decision has no bearing on t... 
question of the “corporate 
veil'—Monsanto's indirect li- 
ability due purely to its 10096 
ownership of Searle. 





St Louis, RICHARD DUESENBERG 
Missouri Monsanto 
Left or right? 


SiR&—l was interested to read 
that the right-wing Adam Smith 
Institute has proposed that the 
Scottish new towns be owned by 
companies in which each resi- 
dent has a share (September 
24th). I always thought common 
ownership was characteristic of 
socialism. Does “right-wing” 
mean something different in 
Scotland, or has the institute un- 
dergone a conversion on the 
road to Dundee? 


London KEN BROW 










Special Report No. 1149 
THE TRUCK INDUSTRIES 


OF WESTERN EUROPE 


Preparing for the 1990s 

The significant recovery of the West 
European truck market from the deep 
recession of the early 1980s has 
brought renewed prosperity to the truck 
industry. With no immediate prospect of 
any recovery of exports to the Middle 
East and Africa, success in Western 
Europe is crucial for each manufacturer. 
This report assesses the main factors 
expected to influence the future of the 
industry as a whole and its constituent 
sectors. 
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rene Computing Centre Centre International de Calcul 


DIRECTOR OF THE INTERNATIONAL COMPUTING CENTRE. 


The international Computing Centre, which: belongs to the United Nations family of organisations, seeks candidates for the 
position of Director at its headquarters i in Geneva. 


The aims of the Centre are broad and include objectives such as stimulating the relevant use of modern information technology; 
providing advisory, consultative and training services and a central computing facility; promoting the integration and co- 
ordination of information processing and the interconnection of facilities for the United Nations System and the international 
organisations associated with it throughout the world, as well as services to national governments, intergovernmental and non- 
governmental organisations which have consultative status with the UN system, and also to universities and other research centres 
having collaborative status with the UN Agencies. 


Within policy guidelines set by its Management Committee (which is composed of the Executive Heads of the participating 
organisations, or their representatives), the Director is responsible for the overall management of all the activities of the Centre. 


The current Director will retire in May 1990, and his successor, who should be available by early in 1990, should have an advanced 
postgraduate university degree, preferably in Computer Science, also an in-depth, authoritative, up-to-date knowledge of 
information networking and communications technology and of the principles, practices, methods and techniques of managing a 
technological service. — 


This is a senior United Nations position for which candidates, should have at least fifteen years experience in all aspects of the. 
development and installation of large, complex information systems including the | necessary hardware, software and operational - 
infrastructure, along with a minimum of five years of top maneg mem responsibility in a post requiring considerable financial, - 
resource budgeting and negotiating skills. 

Candidates should also have an excellent knowledge of English or French with a very good working knowledge of the other. 
Salary, benefits and the other conditions of employment are attractive and internationally competitive. 


Applications with full curriculum vitae should be sent, before November 30, 1988, to the 


International Computing Centre, 
Palais des Nations, 
1211 Geneva 10, 
Switzerland 





al Consultants: 


ECONOMIST or POLICY ANALYST 


Environmental Resources Limited (ERL) is one of ERL'is looking for two creative, highly-motivated 


Europe's foremost consulting groups specialising in the 

environment. We are seeking two additional consultants 
~ either Economists or Policy Analysts ~ for its planning 
and management division, based in London. 


ERL offers an exciting and high-powered working 
atmosphere. The company's current clients include 
Government agencies throughout Europe, Asia and 
Africa, the European Commission, World Bank, ADB, 
and UNEP, as well as major companies worldwide 
needing environmental policy and strategy studies. 


ERL's planning and management division focuses on 
topics including energy planning, ‘acid rain’, the ` 
‘greenhouse effect’, natural resource degradation, - 
| environmental planning and EIA, tariff and incentive 
| studies, and the application of sophisticated decision- 
iH making techniques t to a range of environmental 
H4 problems. qe s 





consultants with the ability to head up major projects 
in this rapidly expanding sector. In addition to 
expertise in either economics or policy analysis, 
applicants should possess: 

© An analytical mind, with a proven ability to analyse 
problems, collect and evaluate data, and present 
clearly-written reports 

e High standards of quality, indicated by an excellent 
academic record in science and/or economics 

e Entrepreneurial skills, necessary to developing and 
managing the consulting business profitably, as 
demonstrated by 3-5 years of relevant experience 
preferably in industry or consulting. 

















These new positions are ideal for those who wish to 
make à career as a leading environmental or resource 
policy analyst. If this describes you, please write with : 
full CV to: Dr Robin Bidwell, Environmental Resources 
Limited, 106 Gloucester Place, London W1H 3DB. 


























































The World Bank is seeking a Technical’ 


Cooperation Management Adviser for a 
UNDP financed World Bank-executed project 
in Swaziland. The Adviser will be located in 
the Department of Economic Planning and 
Statistics, Office of the Prime Minister, in 
Mbabane. The duration of assignment is four 
years. 


The UNDP project supports a broader effort 
by the Government and UNDP to improve the 
complementarity and impact of technical 
cooperation in Swaziland, and enhance its 
relevance to the Government’s development 
priorities and sectoral strategies. The Adviser 
will manage and train a small staff of plannin: 

officers and support personnel in technical 
cooperation. One of the first tasks of the Ad- 
viser will be to help articulate criteria by which 
technical cooperation should be evaluated, and 
to draw up a first annual plan for technical 
cooperation based on these criteria, with due 
regard to the quality of the prospective 
technical resources. In addition, the Adviser 
would assist in: 


* establishing and operating mechanisms to 
ensure that technical cooperation programs 
conform with the priorities of successive Na- 
tional Development Plans and the Govern- 
ment's zstablisbirhent and budgetary policies; 
* ensuring complementarity of bilateral and 
multilateral ch 

coherent framework; . 

* drafting the technical cooperation inputs to 
the next National Development Plan; 

* establishing a computer-based technical 
cooperation monitoring and evaluation 
systen. 


Candidates should have a post-graduate degree 
in economics, planning or a related discipline, 
or equivalent experience, and have at least ten 
years experience in economic planning and aid 
management in a developing country. Ad- 
ministrative and communications skills are 
essential. Experience in training, and basic 
computer literacy, would be an advantage. 


The successful candidate will receive a World 
Bank Secondment Staff contract. Salary and 
benefits are internationally competitive. Please 
send resumes by December 15, 1988 to: The 
World Bank, Africa Region Personnel Team, 
S9AFRTMO003, 1818 H Street, N.W., Room 
$-13-029, Washington, D.C. 20433. 


nical cooperation within a — 

















Asian Development Bank 
Manila, Philippines 





The Asian Development Bank, a multilateral development finance institution 
owned by 47 member countries and operating in the Asia and Pacific region, is 
interested in considering applications from highly qualified persóns with relevant 
legal experience to fill the position of COUNSEL. 


The Counsel is responsible for advice on legal matters relating to the organisation, 
administration, lending, equity investments and fund raising operations of the 
Bank. Participation in loan and private sector investment appraisal missions 
through the Asia and Pacific region, negotiation of loan, equity, guarantee and 
technical assistance agreements and advising on all legal aspects of loan 
administration form the principal part of the Counsel’s responsibilities. The 
Counsel is also involved in borrowings on international capital markets, increases 
in the Bank's capital stock, mobilisation of resources for concessional lending and 
co-financing with other international institutions. 


Candidates should possess superior academic qualifications gained from an 
internationally recognised law school. Specialisation in the fields of international 
law and finance would be advantageous. Applicants must have a minimum of five 
years’ practical experience in legal work relevant to the Bank's activities gained in 


. a law firm or corporation or successful legal practice with local and multinational 
clients. 
Superior skills and abilities in legal analysis, judgment and drafting should be 


evident. Applicants must have an aptitude for work in a multi-disciplinary and 
multinational environment. 


The Bank is based in Manila, Philippines, where the staff and their families reside. 


. international travel from and back to Manila will be provided as required by work 


assignments. The Bank offers a competitive salary paid in US dollars, normally free 
of tax, and an excellent benefits package. 


Interested persons may send their curriculum vitae to: Ref No 8813, Human 
Resources Division, Asian Development Bank, PO Box 789, Manila, Philippines. 
Enquiries may be sent by telex (numbers: 63587 ADB PN, 40571 ADB PM, 23103 
ADB PH) or facsimile number (632) 741-7961 or by telephoning international 
telephone number (632) 711-3851. 








Consultant 


General Management Consultancy 





Our client is a leading international management 
consultancy, enjoying a reputation for excellence, and 
committed to helping its clients achieve practical, 
concrete results. 

You, as Research Consultant, will play an essential 
role in helping to build their UK practice. 

. With 2/4 years relevant business research experience, 
you will have developed investigative and analytical skills 
and have demonstrated an ability to present results in a 
compelling manner. You see yourself as creative in your 
analysis and thrive in situations in which you can take the 
initiative. 

This is an outstanding career development opportunity 
for a graduate with a strong academic background 
looking to expand his/her horizons. A very competitive 
remuneration package reflects the importance attached 
to this position. 

. In the first instance please write with your C.V. to 
Stewart Wright, Austin Knight Selection, 17 St. Helen's 
Place, London EC3A 6AS or call him on 01-588 6452 
(01-256 6925 evenings/weekends). 

Please quote ref: 006/SW/88. 


. THEECONOMIST OCTOBER 22 1988. 



















MASDAR (U.K) LTD 


Management; Agricultural Services, Development and Research ` 


Due to an expanding work load in an increasing number of 
developing countries, we invite suitably qualified specialists with 
a minimum of five years' relevant experience to contact us with a 
view to either short or long term engagements. : 


DISCIPLINES OF MAJOR INTEREST INCLUDE: 

Agriculture: rainfed and irrigated. 

Livestock: veterinary services and management. 

Forestry: inventory and management,  . 

Adaptive research: arid zone and humid tropics. 

Extension and training: formal and field. | 

Environmental protection: impact studies and damage limitation. 
Economics: project appraisal, monitoring and evaluation. | 
Management information systems: design, computerisation and 
installation. | 
GEOGRAPHICAL AREAS OF INTEREST INCLUDE: 

West Africa — mE 

The Horn of Africa 

East and Central Africa 


3 South and South East Asia 


Letters of interest, accompanied by Curricula vitae, should be 
addressed to: : Le 


Do di The Recruitment Manager, . 


. MASDAR (UK) Ltd., 





141 Nine Mile Ride. Mo x RU 
Finchampstead, - Tel: (0734) 730750 — 
Wokingh . Telex: 847507 MASDAR G 
Berkshire RG11.4HY . Fax: (0734) 730002.. 
If you are registered with us already, we would be pleased to 
receive an up-to-date CV and an indication of your availability. 








Although located in Lendon, the successful candidate will be expected to travel widely, 
working with our bond departments in the United States and the Far East as well as in 
Europe. Experience in the fixed income markets, either as an analyst or fund manager is 
essential, and some training in or knowledge of economics would be helpful. Candidates 
with relevant experience from the public sector or central banks will be considered. 


considerable. 


. Please apply with full curriculum vitae to:— 


Jackie Watson, 
Personnel Associate, | : 
Goldman Sachs International Limited, 
5 Old Bailey — 
London ECAM 7AH. 





Remuneration willbe competitive and scope for advancement within the firm is 











ASSISTS 


EXECUTIVES 


TO INCREASE PERSONAL EFFECTIVENESS 
ENTERPRISE AND ENJOYMENT 
e 
To begin the confidential process 
book an exploratory meeting with 
Peter Gardiner-Hill or Peter Needham. 
Even the coffee is excellent! 
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collaborative process of developing and 
responsible to the MDU Coordinator. 


It is anticipated that the successful candidate will have a post 


Senior _ 
Agricultural 
Planner 


Guinea Bissau 


We are providing long term technical assistance to the Ministry 
of Rural Development and Fisheries as part of the World Bank 
funded Guinea Bissau Agricultural Services Project. A key 
member of the Technical Assistance team will be the Senior 
Agricultural Planner. During his three year assignment he will: 


® formulate and define agricultural policies and programmes at 
the national and sectoral level. | | 


e provide direction, supervision and assistance in agricultural 
'sector and project planning and analysis. 


e provide staff training and otherwise help the Ministry to build 
up its policy analysis and planning capacity. NE 
Candidates should be agricultural or development economists 
with at least 10 years' relevant experience, part of it in Africa, 
and should be 37 or older. They should be fluent in Portuguese, 
French or Spanish. í 


A very attractive benefit package is offered, reflecting the 
importance of the position. 


Curricula vitae should be sent to Mary Bolton, PA to the. 
Managing Director, MacDonald Agricultural Services Ltd, 
. Demeter House, Station Road, Cambridge CB1 2RS (UK). 





child health and far 


The Management Development Unit is an important component 
Government of Bangladesh funded by the Governments of Norway, 
problems facing managers of MCH/FP services at district and sub-d | | 
Family Planning to improve service delivery.. MDU members help district-level staff identify and analyse management problems, 
devise feasible solutions and, where appropriate, MDU members present clearly formulated issues for the consideration of senior 
Ministry personnel. | 
The MDU team comprises four international consultants and four national counterparts; each pair of consultants working in 
_ selected districts in four Divisions of Bangladesh. Although the MDU is based in Dhaka, up to 7596 of consultants' time is spent in 
the field. The work of the team is coordinated by one of the international consultants and guided by a Steering Committee, chaired 
by the Secretary for Health and Family Planning. i 
A vacancy has arisen for an international consultant to join the present MDU team. The person appointed will continue the 
implementing strategies for strengthening MCH and FP service delivery, and will be 





POPULATION AND FAMILY HEALTH IN BANGLADESH 


A opportunity to assist in the management of maternal and - 
iily planning services in Bangladesh 
of a World Bank coordinated programme of assistance to the 





THE UNIVERSITY OF NEW SOUTH WALES 
Sydney, Australia Sa 


DEAN AND DIRECTOR, AUSTRALIAN 
GRADUATE SCHOOL OF MANAGEMENT 


Applications are invited for the position of Dean and. Director of the. Australian 
Graduate School of Management (AGSM) commencing.at an agreed date in 1989. The 
present Dean and Director, Professor Jeremy Davis, having served two terms, has 
indicated his wish to relinquish the position but will cotitinue to serve until a replacement 
is found. 
The AGSM is the premier national postgraduate management school with an estab- 
lished reputation for excellence in research and teaching. It was founded by the 
Australian Government to enhance the availability, quality and relevance of manage- 
ment education. From its beginnings in 1977, the School has grown rapidly. It now has a 
highly sought-after two-year full-time MBA Program, which admits in excess of 100 
students per annum, a successful Doctoral Program along US lines and.a thriving 
Executive Program with over 400 senior managers participating per annum. There are 
currently 27 academic staff in seven discipline areas — Economics, Accounting and 
Finance; Operations and Statistics, Marketing, Industrial Relations, Organisational 
Behaviour and General Management ~ with plans for expansion. z ZEE 
The Dean and Director's major responsibility is to provide leadership in management 
education, research and executive development, and to set the School's direction. To do 
this, he or she will be a catalyst in the further evolution of educational activities of th 
highest international standard to meet Australian management needs, and to promot 
the School generally. E 
The successful applicant will have already demonstrated capacities for leadership, arid 
have a proven track record in management and administration with a strong commit- 
ment to scholarship and management education. 
The appointment as Dean and Director will be initially for a period of five years. The 
appointee Would normally be expected to- hold a Chair in Management at AGSM. 
Conditions of appointment are negotiable. In particular, the salary will be commensu- 
rate with skills and experience and will take into account current market conditions in 
Australia and overseas. = jos 
Please contact, in the first instance, Ms M. Francis (tel: (02) 697-2716), Head, Senior 
Appointments Unit, Vice-Chancellor's Division, for an information package and applica- 
tion procedures, Further information is available from Professor Peter Swan, AGSM (tel: 
(02) 662-0269) or Mr Nicholas Whitlam, Chairman of the AGSM Board of Management, 
c/o AGSM. AH enquiries wili be treated in confidence. Written applications should reach 
the Head of the Senior Appointments Unit, Vice-Chancellor's Division, University of New 
South Wales, PO Box 1, Kensington, NSW, 2033, Australia, by 5th December, 1988. The 
University reserves the right to fill the position by invitation. — CA 
EQUALITY OF EMPLOYMENT OPPORTUNITY IS UNIVERSITY POLICY 





the Netherlands and the United Kingdom. By focusing on the 
istrict level, the MDU is assisting the Ministry of Health and 


-graduate qualification in public health, public administration, health 










service management or a related discipline. As well as considerable experience of (and sensitivity to) the problems facing those 
responsible for planning and managing health and population programmes in developing countries, the person appointed will 
have demonstrated their aptitude for achieving practical results in difficult circumstances, and for carrying out applied research 
relevant to programme management. In addition to technical qualifications, the person appointed will have the personal qualities 
to enable them to work successfully as a member of an international, multi-disciplinary team; be able to communicate clearly in 
English; be prepared to learn some Bengali; and be willing to undertake the extensive field work required. 
An attractive package of salary and benefits, commensurate with the responsibilities of this post, will be paid at UN rates. 
The Department of International Community Health at the Liverpool School of Tropical Medicine has been commissioned to 
identify suitable candidates for this position. All enquiries and applications (accompanied by a full curriculum vitae and the names 
and addresses of two referees) should be addressed to Ms Sue Benson, Department of International Community Health, Liverpool 
School of Tropical Medicine, Liverpool L3 5QA, UK (Tel: 051 708 9393. Telex: 627095 UNILPL G. Fax No: 051 708 8733) .. 

| B . The closing date for applications is November 30, 1988 | i oe 
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The data is there. Information from a multitude of sources. How are you going 
to make best use of what you have? What is the optimum framework for planning 
your business strategies in the Pacific Asia region? 


The Strategic Planning i in Asia programme by the Euro-Asia Centre of the 
renowned INSEAD business sch ool answers these and many other questions. The 
Euro-Asia Centre has acus of knowledge on strategy in the region. This 
programme explains the shaping of knowledge; how to o plan and verify strategies 
from all the information available. " E 

The programme is for : managers with reposáiiliy for corporate planning, 7 
business development and acquisitions and for executives wishing to develop their — 
skills in strategic planning. It is tailored for Asian markets, with Asian examples. — 


Market and competitive analysis. Diversification and acquisition. The coherence 
between marketing, finance and production. Organisationalend human capabilities. 
Linking strategies to operations. Controlling. results. In the fast-changing inter- 
national environment. 


... From 9th to 13th aa 1989 i in Singapore. el intensive days with people 
whose life's work is knowing Pacific Asia from a business perspective. The 
programme fees are 16,000 French Francs, about US$2700. Nort a large investment 
for such knowledge. The places are very limited. Some have already been taken up. 
Possibly by your competitors. 


| If you're planning your business, you need this knowledge. Have your secretary 
call, fax or telex Kenneth Smith at the number below for the prospectus today. Or 
write Strat Plan on your business card and post it. 











Other forthcoming public programmes of the Euro- Asia Centre; Details on request: B Asian International Executive Programme, January, Singapore, 8 Joint Ventures and Licensing in Asia, February, 
France. I Strategic Alliances with Japanese Corporations, February, France. W Asian Banking Management Programme, February, Singapore. @ Human Resource Mansgemen i in Asia, April, 
Macau. @ Asian International Marketing Programme, ds Mn . Es Kong International Executive Programme, April, Macau. 






















MISSE 
prunta yr tie 
P qu 











cens " 
Wed ui 
EE 


Fu NEU 
























ns 


US 





P 


e I 








SS 
arts 





















aya 
DOR 
MNA, 




























x 

Te 

2 - 

us SPARTE 
AGUA MORS 






Hosen 


sertim y 
E MGR 
RAS V 

t 
























eat 
oy 
pee) 









P 


ARS 
Se 
sete 

ipte ese 












































Viste ds AD * ? 

ste Stat A At 
Pee a aha! Be, 
elo” ‘estate a 
atl B MORS 
RS : ENDE 













NS 
























Na ters etta OPPPRPPES m 
Nt tata ela tree DEN, OAS i 
NN Dti ur Me NP ^ t dt, eh Hu DARUM 
tq nid AS Sb i 
tatu reae p, Y METRO tet : 
VAM eda YAN M DITE avi tatg! i : ; 
iei datei ledere — aep ree AM NL inayat ALTE 
" AO CORTAS in eat a i 
k Aara Ae aA 








tata! 
‘tat: 































" d. eode e otra 
a h A ME D EE 

PS Aer — n i 

na teats re e DOES UE d 
PM M LERRA Ke iUam Mte 
VO sta NUR OMA Prae RS 
E : s eerte 
ate? 





rk aS 

red 
Kaas 
ee el 
PRN SM 





en 











































































Ux da er rete) 
e z PK TOS 
ders MY AD ES Vere Ar 
OPERE LAUR ISP iA) a Boxee un DE a 
ete ratte tenet ta ata OUS M CORN CM) s NNI 
ate N vr Pla » NECI A E Nera US » efus 

ie. E CS ELO ota ty PN 

eo le Ne RRR at Ne SE y ^ 
"s RETO Meter ari a irat nus SEN 
Mowe 7. od "ess OUI 
EAE Mer A SRSA KAAI ATAR 
a^ eric ast tale tate pee wa RAUS NEA 
dS SNC AS GE 3A e FETA A art x Mon nes, Tk MO MAEA 
ai,’ 5 o Vita a atu PN Do See ates torre a y at vts 
E Varta e ettet Saver SDN MEU aS SRC OT P ENT T eEe 








Tq end of the Reagan era, perestroika in the USSR and Eastern Europe, 
the emergence o ; single market, Japan's drive into Asia, the 
trans-national merger explosion - are key changes forcing corporate leaders to 
devise strategies to compete successfully in the emerging new international order. 

To help senior executives respond to these important changes with 


strategies, Business International and The Economist G 


gether an influential group whic des 
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The Roundtable promotes executive interchange at the highest decision- 


| making levels. Members of the distingui 





inguished panel include: 





|. Thomas J Peters, founder of the Tom Peters Group i - 
coio Allen Sinai, Ph.D., Chief Economist, The Boston = = 


DIS 


Company and Economic Advisors, Inc. 
Rudiger Dornbusch, 











L y; Jr., Chairman of the Board and j 
Chief Executive Officer, Allied-Signal, Inc. | 


Edward L Hennessy, Jr., Chai 

















anaging Director, Briti 





Company, and Chairman, BP America Inc 


Martin Sorrell, Chief Executive, WPP Group 


| Robert W Cox, Partner and Chairman of the Executive 
Committee, Baker & McKenzie 



















The Roundtable is open to all senior decision-makers in international com- 
panies. The registration fee is US$2,500. There is an additional $500 charge for 
accompanying spouses. " 

f To register attendance. and receive the program, please contact Shirley - 


| Dreifus, Business International, 215 Park Avenue South, New York, NY. 
: 10003. Telephone: (212) 460-0600. Telex: 175567. Telefax: (212) 995:8837, or 
fill out the coupon below. 
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group licensed in Taiwan. 


of a Thai Company. 


First offshore unit trust launched in Australia. 


First integrated Investment and 


Securities House in Hong Kong. 


The leading edge in Asia. 


Founded in Asia in 1970, our unrivalled network of offices 


gives us an in-depth knowledge of the Asia Pacific region. 
And far beyond. 





Asian Offices: Hong Kong, Tokyo, Taipei, Seoul, Manila, Kuala Lumpur, Sydney, Melbourne, Wellington. 
Offices: Flemings in London, Zurich, Paris, Frankfurt, Bahrain, New York, Baltimore, San Francisco. 
Issued by Jardine Fleming Holdings Ltd. UK- approved by Robert Fleming & Co. Ltd., a member of TS.A. 
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On Botha’s back 


WISHFUL thinkers, South Africa sud- 
denly seems to be changing. In its rela- 
tions with its black neighbours, it once did 
nothing but bully; now President Botha talks 
of regional peace and independence for Na- 
mibia. South Africa’s white politicians were 
once untouchables; since September Mr Bo- 
tha has been received by the presidents of 
~~ xambique, Malawi, Zaire and Ivory Coast. 
~vuth Africa's government used to have no 
mercy on its black opponents; by Christmas 
Mr Botha may have released Mr Nelson 
Mandela, the ailing leader of the African National Congress 
who has been in prison since 1962. And on October 1 6th the 
ANC, which for two decades has led the world’s boycott of 
South African sportsmen, announced that it might help 
South African teams back into international rugby. 

It would, alas, be wrong to read too much into these 
events. Neither rugby nor Namibia touches the core of South 
Africa’s troubles. Blacks want a share in power. Whites don’t 
want to give it to them. Here is deadlock, and blacks and 
whites are not even discussing it. Mr Botha has tried to get 
talks started; black leaders, including the conservative Zulu 
chief Mr Mangosuthu Buthelezi, refuse to join in until Mr 
Botha proves he is serious about transferring power. As a con- 
dition for his own participation, Mr Buthelezi has demanded 
the release of Mr Mandela. Deftly handled, therefore, Mr 
Mandela's freedom could set negotiations going. A fumble 

| cost South Africa its best chance of change by consent. 


The voters with the swing 


Mr Mandela has been suffering from tuberculosis, and the 
government does not want him to die in jail. But the when 
and how of his release depend on the municipal elections 
next Wednesday, October 26th. For President Botha, the 
votes that count will come from the heartlands of 
Afrikanerdom, in Transvaal and the Orange Free State. On 
the farms, in the railway depots, in the police stations and the 
civil service are the members of his tribe. They used to vote 
unswervingly for the National party. But many are puzzled by 
Mr Botha's words and deeds—here a crackdown, there a con- 
cession—and some of them are already so disgusted that they 
will vote for the even more right-wing Conservative party. 
Many of the individual seats will be decided by just a few hun- 
dred people deciding whether or not to switch their votes. 
These are not people whose hearts are set on reform. 

A swing to the Conservative party would probably per- 
suade Mr Botha that he should try to treat Mr Mandela as he 
did Mr Govan Mbeki, an ANC veteran whose release from 
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prison last year raised hopes of change; within 

a month Mr Mbeki had been confined to his - 
home town, and forbidden to talk politics. - 
Large gains for the Conservatives might put 
off Mr Mandela's release altogether. 

Even without a bigger Conservative vod | 

to worry about, Mr Botha will have to stir - 
himself to play the Mandela card. For all his © 
attempts to look flexible, the thrust of his pol- — 
icies has been away from negotiated reform. — 
In February he banned 17 opposition groups, - 
so silencing many of his potential talking part- 
ners. Journalists who speak for the government's opponents - 
are censored more tightly than ever; in March the Catholic- — 
financed New Nation was banned for three months, and now ~ 
the liberal Weekly Mail faces the same threat. The govern- — 
ment has kept the extraordinary powers it assumed during - 
the black uprising of 1984-86; more and more laws are issued 
as decrees, parliament having no say in shaping them and the 
courts none in enforcing them. Mr Botha has taken comfort. | 
in that contradiction in terms, a permanent state of | 
emergency. 

Most white South Africans, including many on his liberals 
flank, sympathise with Mr Botha. The country, they say, - 
needs time to grow towards racial equality. Black impatience | 
should be bought off with cars and televisions; if that fails, it 
must be quelled by force. But black opposition hardens as - 
political reform is postponed—especially as the economy, hit - 
by the falling price of gold, cannot deliver many prizes for 
blacks. The government is building many thousands of © 
houses in the townships; the past two budgets have increasec 
spending on black education by a third. Mr Botha has printed © 
suit-cases of money to keep consumers happy, including black. 
consumers. His generosity has further damaged the economy; 
it has not bought him peaceful blacks. 

Some blacks, certainly, have grown prosperous and com- 
fortable; many resent the radicals’ call for the world to clap- 
sanctions on South Africa. But this black middle class is tiny 
by comparison with the black underclass. In many townships, - 
school boycotts have stopped children from passing their ex- 
ams; they will not easily get comfortable jobs now. At least a- 
quarter of the black workforce is unemployed or underem- 
ployed. The black population is growing faster than the econ- - 
omy, so the angry underclass swells. 

In Alexandra, the black township on which most money | 
has been lavished, this month's council election has been can- 
celled because there were not enough candidates. Across the - 
country, violent protest is increasing. In 1980 the police re- _ 
corded 19 terrorist incidents; last year there were 234. August — 
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attacks in those two months numbered 65. The bombers are 
starting to go beyond the relative caution of the ANC, which 
has traditionally shrunk from killing white civilians. In July a 
car bomb outside a rugby stadium killed two whites and blew 
limbs off two others. 
No revolution is about to sweep South Africa. Bit by bit, 
. though, life under the state of emergency is becoming less 
comfortable for whites. It will go on getting worse until black 
resentment is calmed by some sort of political reform. Having 
released Mr Mandela, Mr Botha might start by giving his 


and September of 1987 accounted for 29 of those: this year 7 pleks 
` province of Natal. The alternative is for Mr Botha to pretend 
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that political change need never come, and leave Mr Mandela 
to die silent and ineffectual. 

Before discarding the Mandela card, Mr Botha might pon- 
der one statistic. Today, blacks outnumber whites by nearly 
five to one; by the year 2050 there will probably be 14 times as 
many blacks. As the years go by, demography will have its 
own way of making South Africa's whites face up to the 
choice that next week they may duck: the choice between re- 
form and revolution. 








The opponents of Canada's prime minister need reminding that the free-trade deal 


benefits everybody, including Canada 


' N LOOKING a gift-horse in the mouth, Canada risks los- . 


L ing a trade deal that other countries would welcome with- 
out pause. The United States has generously agreed to let Ca- 
 nadian goods enter its market of 240m people free of duty, if 
Canada will do the same for American goods in its market of 
.a mere 26m people. Yet this free-trade deal, negotiated by Mr 
Brian Mulroney's Progressive Conservative government, is 
being damned in the campaign for the Canadian election on 
November 21st. Both main opposition parties—Mr John 
Turner's Liberals and Mr Ed Broadbent's New Democrats— 
| have pledged themselves to tear it up. 

If that happens, the trade ministers from 105 countries 
who plan to fly to Montreal on December 5th for a mid-term 
review of the GATT round of trade talks might as well cash in 


. their airline tickets and stay at home. The host country will 


have put a whoopee cushion under the cause of freer trade by 


- confirming the tariff and non-tariff barriers to commerce in 


North America within a month of the election of a new 
American president. Only for protectionists will the con- 
sternation and confusion be wonderful to behold. 


- Protectionism is a wasting disease 


The damage that Canada has done itself will not be so imme- 
diately obvious. For a while, economic life will appear to go 
on as before. Only gradually will it become plain that in pro- 
ductivity, and so in living standards, Canadians are falling 


further behind Americans. It will take time for Canadian 


businesses to become less internationally competitive. It will 
also take time for the results of forfeited investment to show 
up as foreign companies decide that Canada's lower energy, 
labour and land costs no longer outweigh the cost and nui- 
sance of tariffs—and the risk of being side-swiped if America 
turns protectionist too. 

Canada has only half the number of consumers of the 


. next smallest member of the Group of Seven countries, which 


means it is too small to provide its businesses with economies 


- of scale. It is further handicapped by being an eelskin of a 


( 


country, with most of its people strung along a 5,525-mile 
border with the United States. A protected home market has 
forced horizontal (British Columbia to Newfoundland) pat- 
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terns of commerce on businesses when a glance at the map 
confirms that vertical ones (between, say, the Maritimes and 
New England) make more sense. 

[n recent years Canada has kicked some of its old protec- 


‘tionist habits. On textiles, shoes, clothes and other goods that 


third-world countries make cheaply, the tariffs are still 
swingeing. But Canada's trade-weighted tariff on American 
goods is only 3.896, and the comparable American tariff on 
Canadian goods only 0.796. Mr Mulroney's critics are right 
when they note that a currency can move by that much on a 
bad morning; wrong when they conclude that an awful lot of 
fuss is being made about a bilateral deal which will at best add 
only marginally to the prosperity of North Americans. 

They skate over the fact that a cut from 296 to zero in the 
tariff on widgets can mean a 20-3096 increase in the profit 
margins of the widget-maker. That is one reason a small tariff 
makes a decisive difference when a board of directors meets to 
decide where a company should invest. Another is that things 
like currency movements are so hard to predict. In making 
investment decisions, businessmen have no choice but 
concentrate attention on measurable things like tariffs, quu- 
tas and taxes. 

À more telling criticism of the free trade agreement is the 
failure of negotiators for the two countries to agree on a com- 
mon set of rules on how subsidies are defined. Canada is still 
unduly exposed to capricious interpretation and enforcement 
of America's "trade remedies", including countervailing and 
anti-dumping duties. 

In a tidy world, the deal's critics would also be on strong 
ground in much preferring multilateral trade liberalisation to 
bilateral trade deals, which are inherently discriminatory. But 
the GATT itself accepts that this is an untidy world: it has a 
provision which allows groups of countries to form a free- 
trade area or a customs union. Others have taken advantage 
of that provision: Australia and New Zealand, the EEC and 
EFTA among them. Canada would be foolish to be purist and 
to insist on the best becoming the enemy of the good. For the 
two countries involved, North American free trade has been 
accurately described as a “win-win agreement”. 
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Nearly half of those who could won’t vote in America’s presidential election next month. 


Easier registration would boost turnout | 
66A FREE election”, said Franklin Roosevelt in 1940, “is of 


no use to the man who is too indifferent to vote." By 
that standard many Americans have no use for free elections. 
[n the past three presidential elections, the turnout rate has 
hovered around 5596. On November 8th it could be even 
lower: the choice between Mr George Bush and Mr Michael 
Dukakis is likely to prove less than magnetic at the polls. In 
any event, the next president will take office with the explicit 
support of barely one in four adult Americans. 
Does this matter? Maybe not. To some extent, Ameri- 
cans’ apathy may simply reflect their general contentment. 
ve the people of autocratic Chile or turbulent El Salvador 
«ie chance to vote, and they will do so in droves. In America, 
where stability is assured and freedom is not under threat, less 
hangs on that four-yearly pull of the voting lever. Further- 
more, America’s turnout is not as low as it seems. True, most 
other democracies boast rates above 7096. In Sweden and 
West Germany the turnout is generally about 9096; it was 
84% in the second round of the latest French presidential 
election, 7596 in last year's general election in Britain. But 
these figures measure turnout as a percentage of registered 
voters. America calculates its turnout as a percentage of the 
population that is old enough to vote. Allowing for this, 
America's performance is not so bad. | 
It is still not good. The decline of political parties in Amer- 
ica means that modern presidents have fewer supporters who 
will give them the benefit of the doubt when the going gets 
hard. If only a quarter of the adult population has even voted 
for the president, his very legitimacy, never mind his ability to 
rally support in a crisis, may come into question. 


` “ore voters, fewer votes 


what could be done to increase the turnout? It is tempting to 
suggest the abolition of some elections. America votes too 
much. In most democracies voting is an occasional event; it 
occurs regularly, but infrequently enough for citizens to cher- 
ish the moment. In America voting is numbingly common- 
place. Members of federal and state houses of representatives. 


Let Europa woo the bull 


Two things the string of Europeans going to Moscow ought to be saying to Mr Gorbachev 


6e 


T can we do for Mr Gorbachev?", decent West 
Europeans have a habit of asking. Fine, so long as 
they realise the answer is not all that much. Now it is time to 
ask what Mr Gorbachev can do for West Europeans. 

Having tidied up his Politburo, and knowing that Amer- 
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are elected every two years, which means that there are at least 
two election days (counting party primaries and caucuses) ev- 
ery two years. [n between, many states hold state and local 
elections too. In many parts of the country enthusiasts can 
take part in a ballot of some kind every year. - 1 
The voting can be bewildering. This year, in addition t 
choosing a president, voters in many states will be asked to 
vote for senator, congressman, governor, lieutenant-governor - 
and numberless other officials such as secretary of state, attor- 
ney-general, state legislators, members of school boards, 
judges and sheriffs. Initiatives and referendums may also be 
on offer. Voters in California this year should allow 40 min- 
utes to read through the ballot. f 
Constant elections mean constant electioneering, con- 
stant subordination of the long-term interest to the short- 
term, constant evasion of decisions. It is hard to believe that 
the quality of legislation would not improve if the House of 
Representatives were elected every four years rather than ev- 
ery two. But such a change, requiring a constitutional amend- 
ment, is hardly likely. Nor is it certain that holding fewer elec- 
tions would encourage more people to take part. 
One simple way to bring more people to the voting boot! 
is to make it easier to register to vote. Voting in America is 
not a federal responsibility; it is a matter for individual states, 
each of which has different laws, many of them archaic and 
complex. Some states have begun to liberalise their rules; a 
few now make registration almost effortless (North Dakotans 
just have to show up and prove that they are residents of vot- 
ing age). Although these states have not been immune to the 
general decline in turnout, they do have some of the highest 
rates in the country. Nothing suggests that their elections. 
have been more susceptible to fraud. x 
It would be a mistake to imagine that if other states fol- 
lowed suit every adult American would suddenly rush to the 
polls. The experts guess that even if everybody were registered 
it would add no more than ten percentage points to the na- 
tional turnout rate. For a democracy, even five extra points 
would be worth having. | 


1 
1 


ica is incommunicado until after its new president is installed 
in office next January, Mr Gorbachev is currently holding 
open house for visitors from Europe. Italy’s prime minister 
was in Moscow at the weekend; the West German chancellor 
goes there on Monday, France's president next month. Mr 


17 
























































ita’s offering at the weekend), more hints about the 
nuclearisation of central Europe (a vision that tempts too 
any West Germans). The visitors should be replying that, if 
t Gorbachev wants better relations with Western. Europe, 
must first remove an obstacle created by Russia itself. 
. The conventional wisdom is that Mr Gorbachev is happy 
o deal with Western Europe as à good ally of America, a part 
of the West. He wants a period of peace and quiet in the 
world, and needs American co-operation for that, so he will 
- not irritate the Americans by trying to drive a wedge between 
| them and Europe.:As so often, the conventional wisdom is in 
- conflict with the facts. Russia persists in doing two weage; 
driving things. 
— The less alarming, because enough people smile at it, is 
Russia' s continuing propaganda campaign about.all of Eu- 
rope being “under one roof’. That is nonsense: it is.id ideas that 
suild such roofs, not physical closeness, and the roof of ideas 
that West Europeans live under is the one they share with 
merica. But nonsense can beguile, and this particular speci- 
en continues to make some West Europeans swimmy-eyed. 
t Gorbachev did not invent the under-one-roof business, 
hich long predates him, but he goes on using i er his 
gestion in July of a conference of all European countries to 
lk about. disarmament, it took him some time to o add ' ‘and 
mericatoo . + 
«The sharper ME is Mr Gorbachev's. attempt to 
uclearise Europe. He did not invent this idea either, but 
e has exploited:an existing Russian policy with zest. He and 











ypeans the “third zero” —the removal, after the two catego- 
es of medium-range missile already agreed upon, of all the 
ort-range nuclear arms that sit closer to the front line in 
ral Europe. | 

This is a serious West-splitter. If it came to pass, it orn 
ave Mr Gorbachev as the only wielder of nuclear weapons 
nder that European roof of his, apart from Britain’s and 
rance’s small private forces. The Americans would almost 
ertainly pull their army out West Germany, protestit ; that 
eir soldiers were now at the mercy of the big nuclear mis 
still sitting inside Russia itself. NATO would be. broken. The 
battlefield nuclear weapons can be cut, especially if the non- 
nuclear forces are cut too; but they must not be abolished. 







n't do a deal with a competing samurai 





LAGINE. thas Toyota was again starting from scratch in 
| i American car market. Would it ask General Motors to 
ell its cars there? Not in a million years. Imagine that Toshiba 
as again beginning to export lap-top computers from Japan. 

Would it ask BM or Compaq to. handle its products? Of 
course not. Yet that is exactly what Allied-Lyons, Britain's big 
drinks and food conglomerate, has just agreed with Suntory, 





kaboura a "Marshall plan" dore communist: ic Europ (Mr Des | 


s foreign minister miss no opportunity to urge on West Eu | 





| Ways into Fortress Japan 





7 d. Thistrust Mr | 
If he wants their confidence he should drop it. 





Gorbachev. 


What do you mean, success? 


If Mr Gorbachev. can be persuaded to stop picking at. western 
unity, the next job is to explain to him how his talk of a “com- 

mon European home" might start to mean something. West- 
ern Europe will place no large bets on Mr Gorbachev until it 
has a clearer idea of whether his bid to re-make Russia is going 
to succeed. As events slowly provide the answer, it is neces- 
sary to be clear what success ought to mean. 

Mr Gorbachev's own definition of success is to revive the 
Soviet economy without giving it more than a whiff of capital- 
ism, and without ending his country's one-party political sys- 
tem. That is unlikely to make Europeans think they could 
safely lower their defences. against Russia. Such a Russia 
would still be run in a very different way from the pluralist 
world, and would presumably still seek to convert people to 
its way of doing things. It is unlikely that capitalist Euro 


| would want to put much money into such a Russia. The Euto- 
peans would argue, correctly, that any improvement in Soviet 


economic performance which Mr. Gorbachev achieved on 
that basis was liable to be small and short-lived. 

The other definition of success—to which Mr Gorbachev 
may eventually be converted, if his own does not produce the 
goods—is a Russia that opens itself up to something like full 
pluralism. That would indeed transform things. That sort of 
Russia would be an all-round great power, to be treated with 


caution by lesser powers. But its way of running. itself would 
sit comfortably alongside those of Western Europe, America 
and Japan. It would have-no special gospel to propagate 


around the world. It would be a place worth investing in. Its 


economy might even merit an initial touch of favouritism: 


special deals with its burgeoning new private sector, training 
in the West for its new class of traders, an opening of western 
university doors to upwardly mobile young Russians. The 
neighbours would worry about the new Russia's strength, but 
it would be the sort of worry Canada feels towards the United 
States, not Poland towards today's Russia. 

It is time someone carried the message to Moscow. Stop 
trying to. persuade Europe it does not belong with America, 
Mr Gorbachev. Consider the possibility that Russia beiongs 
with both of them. 





- Japan's T distiller of whisky. nini wants to boost 


its sales of Scotch next year when Japan lowers its barriers to 
liquor imports. Which firm stands to lose most if Allied suc- 
ceeds? Suntory. 

Sadly, the history of ítem business in Japan i is littered 
with cases where an importer has asked a big local rival to 


.. handle its product. The tactic is tempting because Japan is 








such a bewildering, rebuffing place. The result, generally, 
that sales do modestly well at first, but then the product is 
slowly throttled. The partner not only has no wish to pro- 
mote its rival’s goods at the expense of its own, he is also 
unlikely to pass back information about trends in the market, 
changing consumer tastes and so on. These foreigners just will 
not adapt their products to the Japanese market, comes the 
Japanese refrain. They really should try harder. 

To be fair, Allied-Lyons has chosen a superior version of 
this dangerous tactic. Suntory has an incentive to play ball 
because it wants Allied’s help in distributing Suntory drinks 
outside Japan. The two have also taken small share stakes in 
one another, a move that in Japan signals the commercial 
equivalent of blood brotherhood. This is one reason that the 
deal was hailed in Britain as a great coup for Allied-Lyons. Yet 
it is a sign of how double-edged this tactic can be that in the 
super-confident atmosphere of today’s Japan the deal was 
hailed as a coup for Suntory: the first step towards a takeover 


of Allied, which would make Suntory one of the world’s big- 
st drinks firms. 


Opening Japan’s door 
If taking a powerful partner like Suntory is so risky, how on 
earth should foreign firms go about exporting to Japan? A few 
years ago, when a dollar was worth ¥260, many firms thought 
that selling in Japan was so difficult that it was not worth 
trying. Now that a dollar is bought for less than ¥130 and 
Japan's imports of manufactures are growing at 40% a year, 
that old pessimism no longer holds. Suddenly, foreigners 
stand a chance in one of the world's richest markets. 

On page 81 we begin a series of case studies on how for- 
eign firms are faring in Japan. There is no single formula for 
success, no easy solution. But there are some basic principles, 


The aid of the family 


Child benefit in Britain shouldn't be frozen 


O; ALL the battles over Britain’s public-spending plans 
for next year, the fiercest has been the one fought by the 
social-security minister, Mr John Moore, to increase the cash 
value of child benefit. Mr Moore has been no admirer of the 
benefit. Tax-free, non-contributory and universal, it costs 
£41/2 billion a year—a tenth of the vast social-security budget. 
Mr Moore, like the Treasury, has never seen the sense in pay- 
ing a benefit to the wealthy when the cash could be better 
used to help the poor. But Mr Moore wants sensible reform, 
not slow death. In two recent years—1985 and earlier this 
year—the Treasury has managed to cut the benefit’s real 
value. Since 1979 it has fallen by over 7%. Cut it again and 
the chance of reform may pass. The principle will have been 
set that child benefit can be left to wither away. 

Withering would be wrong. True, most people find it odd 
that £7.25 per child per week should be paid, untaxed, to 
countesses as well as to charladies. But most families with chil- 
dren are poorer than other families: three-quarters of them 
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and many mistakes to learn from. Wisdom differs from indus- 
try to industry. Japanese buyers of capital goods and compo- 
nents still insist on-security and speed of supply above all els 
so that it is better to build a factory just down the road from 
your customer, managed by his old school chums, than to try 
to take orders by facsimile in Philadelphia. For suppliers to 
industry, it is essential to appear to be a Japanese firm, not 
foreign interloper. IBM-Japan is a much-favoured recruiter for 
new Japanese science graduates, not so much because of its 
excellence as because most people think it is Japanese. 

Makers of consumer goods do not need local manufac- 
ture. What all must do, however, is adapt products and mar- 
keting to Japanese tastes in what is a faddish, fast-changing 
market. Fox's Bagels flopped when the firm tried to sell Amer- 
ican-sized bagels in Japan, but became a winner when it made 
them smaller and lighter. Procter & Gamble’s disposable 
nappies (diapers) stumped when it stuck to hard-sell advertis- 
ing and failed to match rivals’ better technology; its fortunes 
revived as soon as its adverts became cuter, its nappies more 
absorbent. Sensitivity to local conditions comes more easily 
to firms that have large, expert local operations and that con- 
trol their own market-research and advertising. 

Distribution is one of the most crucial and most difficult 
challenges for foreigners. One pitfall is employing so many 
distributors that none has an interest in promoting the prod- 
uct properly. Gillette made this mistake with its razors, while 
Schick sold well using Hattori-Seiko, a non-competing watch- 
maker, as its sole distributor. Samsung, a South Korean con- 
sumer-electronics firm, has recently done well by dealing di- 
rectly with big department-store chains rather than going 
through Japan’s complex maze of wholesalers. Nothing sells 
easily in Japan. And cosying up to a local competitor is no 
easy way out. > 


have an income-per-head that is below the national average. 
Britain’s tax system, unlike that in most other OECD coun 
tries, takes no account of children. A married couple gets an 
extra allowance, simply for being married—an anachronism 
when 68% of married women without dependent children 
have paid jobs. For any given income level, a couple with four 
children pays exactly the same tax as a couple with none. 


Hurrah for Tory ladies 


Until 1977 Britain had a child tax allowance. Then it was 
phased out, and replaced by child benefit. Whereas the allow- 
ance had been set against the tax bills of fathers, the new 
benefit went to mothers. For the first time, women who 
stayed at home to care for their young children were not 
wholly dependent on their husbands for money. For wives 
whose husbands were feckless or selfish, that meant a lot. It 
still does. 

The ladies of the Tory party know that. They see the 
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inking the one "boni that all families enjoy. But there are 
er, harder-headed reasons for preserving—or, better, in- 
asing—the value of child benefit. 

One is the impact on work incentives. The more the poor- 
st families rely on means-tested benefits for their incomes, 


















er takes a job, or works longer hours. Already, a father of 
wo whose weekly earnings rise from £60 to £150 has only an 
extra £12.27 to show for it. The people to whom child benefit 
means most are those with earnings just a twitch above the 
cut-off point for the new means-tested family credit, paid to 
the poorest working families. As the value of child benefit 
diminishes, the numbers eligible for family credit will rise. 
The introduction of family credit has already increased by 
three-quarters the number of people facing marginal tax-cum- 
benefit-withdrawal rates of 70% or more. In America worries 
about the effect of such means-tested help on work incentives 
yr the poor are leading to a clamour for a child tax credit, 
hich could be claimed as a refund by worn parents too 
oor to pay tax. 


XONTINENTAL Europe's two English-speaking satellite 
/ television stations are flops. Super Channel, which has 
imed and cabled out £60m ($100m) of its British backers' 
mney in its two-year history, is now for sale for £1. Sky Tele- 
ion may have lost almost as much, but its parent, Mr Ru- 
Murdoch, is still rich enough to put it down to 
perience. 

oth channels, which send out a “light entertainment” 
ure of soaps and quiz shows, have had to rely on local 
le networks to serve most of their customers. That may 
ve cramped. their market somewhat, but continental Euro- 
eans in homes that can receive Sky and Super Channel have 
proved all too willing to switch to other stations. The real 
problem—surprise, surprise—is language. 

. . Entertainment in a foreign tongue is seldom "light". 
However good at foreign languages a nation may be, few of its 
viewers will sit up with English dictionaries and construe 
^ Dallas" or "Dynasty" —especially after a hard day, and par- 
ticularly if a local station offers the same fare dubbed into 
their own slang. Although West Germans were at first glad 
that Sky and Super Channel offered a jazzier alternative to 
their stodgy national Tv, the arrival of two German-speaking 
atellite stations, RTL Plus and SAT1, quickly won them back. 
Aany Scandinavians will probably defect too, now that they 
ve ScanSat, a Swedish station. Even in Holland, where 
6 of television sets.are cabled and people know their En- 


re in German. 
European consumers are not complaining: ' 





e more their incomes will barely increase if their breadwin- 


3eaming soap to Babel 


sinessmen can learn from the problems of the first pan-European satellite TV ventures 


lish, foreign-language programmes pick up only a tenth of - 
heir potential viewing time—and half of those. programmes 





against “the inflexibility E the tax system. and of Inland 
Revenue. A tax credit, as proposed in America and practised 
in Canada, has one other drawback: it would normally go to 
fathers, not mothers. One good alternative might be to claw 
back all the benefit from top-rate taxpayers, which would save 
more cash than a year's freeze; another, to make working 
mothers (rather than fathers) pay tax on it. 

To replace a tax allowance by a cash transfer makes good 
economic sense. Transfers are less regressive, easier to target, 
easier to control. But the battles over child benefit are per- 
suading weary politicians that no more such conversions 
should be allowed. If child benefit were still a tax allowance, 
its value would have been protected by the government's 
commitment normally to index allowances in line with infla- 
tion. Because it would not count as public expenditure, Mr 
Moore would not be in the business of protecting it, and the 
Treasury would probably not think of freezing it. In its battles 
to freeze child benefit, the Treasury has struck a blow again 
fiscal commonsense. 

























revolution" has chivvied national broadcasters into giving 
them more of what they want. But what can television mag- 
nates, and other businessmen gearing up for a more ai Eu- 
ropean market, learn from this little debacle? An old lesson is 
that customers are less beguiled by the novelty. of a product 
than those who sweat to-create it. If a viewer must make a 
special effort to watch something, he requires more than nov- 
elty to lure and keep him. So multinational satellite-broad- 
casting must either serve up products for which language is 


irrelevant, like rock music. Or it must serve viewers who ai 


prepared to make a language effort to satisfy a special interest, 
like businessmen or sports fans or movie buffs—three groups 
that Mr Murdoch is targeting with his promised three new 
Sky channels. Even then, the satellite mogul must do some 
careful research into national preferences: French teenagers 
are less keen on acid-house music than are British ones. 


And a moral for 1992 | 

The new lesson is that dreaming up a “pan-European” busi- 
ness strategy is no guarantee of success (as white-goods manu- 
facturers are also. discovering—see page 11). Advertising 
agencies have not come up with enough "European" market- 
ing campaigns to fill out the commercial breaks on Sky and 
Super Channel. The satellite-TV story is yet. another facet of 


an emerging truth about Europe' s project 1992: the less - 
specialised the value that a given business adds, and the more 


directly it sells its wares to the consuming public, the more it 


. must. remained tailored to the habits of Europe: S. individual 






countries. 


"the satellite uec 





Profits from the wild 


This is the second of two articles looking at how the right sort of economic 
incentives protect the environment. America's countryside and those who 
enjoy it would benefit from a bit more free enterprise in land management 


HE federal government owns about 


one-third of all the land in the United 
States. In the western states it owns about 
~~thirds. Some of the rest belongs to the 

€ governments, which also own all the 
wildlife on every square inch of land in the 
nation. Every deer, wild turkey and trout be- 
longs to the states until killed. It then be- 
longs to the killer—but cannot be sold. 

In all, the United States government has 
at one time owned 1.8 billion acres (much of 
it bought or seized from foreign powers or 
Indians). For a long time it gave away or sold 
the land as fast as it could—to war veterans, 
railways, homesteaders and the states. 

The sales were abruptly stopped by 
three congressional acts. The first two, in 
1897 and 1911, forbade the further sale of 
forest land on the grounds that timber com- 
panies were ruining the nation's forests by 
cutting and running. Its legacy was the Na- 
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tional Forest. Service, which now owns 
168m acres. The second act was the Taylor 
Grazing Act of 1934, which forbade the fur- 
ther sale of grazing land on the grounds that 
the ranchers who were using federal land 
could not themselves afford to buy it and 
risked losing their livelihoods if somebody 
else did. That act’s legacy is the Bureau of 
Land Management, which owns 175m acres, 
principally rangeland. The government also 
acquired or retained 25m acres for the Na- 


tional Park Service. These are the three big 


federal landowners. 

As an owner of land, the government 
soon found itself as unpopular as any other 
landlord. But few of the complaints ever 


built up much sympathy for privatising fed- 


eral land. When President Reagan’s first in- 
terior secretary, Mr James. Watt, proposed 
selling off large chunks of federal land, he 
was denounced by a campaign in which con- 


eas owned by federal government 


cences to despoil the public lands. The criti 


cannot keep the fee. Yet when it. sells t 


servationists joined forces with ranchers 
foresters and hunters. All were terrified b 
visions of strip mining in Yellowstone, or o 
Walt Disney running Yosemite. Even fo: 
right-wing Republicans, the sale of federal: 
land (except a few tiny lots) is a dead issue. 

But land mismanagement by the gov- 
ernment is a live issue. Capitalists note that: 
the government's outlay on its lands is. 
about $6 billion a year, its income less than 
half that. They think the government could 
do better. Environmentalists charge that the: 
government is too cavalier in granting li 



































cisms from these two quarters are not mutu 
ally incompatible. Often one sort o 
mismanagement is the cause of the other. © 

Mr Randal O'Toole, a forestry consul 
tant from Oregon, has documented the e 
traordinary topsy-turvy incentives of th 
Forest Service in a new book, “Reformin 
the Forest Service". When the Forest S 
vice takes a camping fee from a camper, ii 


right to cut down a tree it can keep the pr 
ceeds, and add them to the cheques it 
from the Treasury for the cost of its tim 
operations. Naturally enough, the Fore 
Service concentrates on felling trees. Fou 
out of five of its timber sales—those east. 

the coastal-mountain ranges and north o 
the Mason-Dixon line—lose money. That i 
not due to inefficiency, but to climate and 

































i Even God does not try to 
TOW trees in states like Utah. The 
Forest Service does. 

— k amounts to subsidised damage 
‘the environment. The Tongass Na- 
ional Forest in Alaska is one of the 
ast fragments of temperate rain for- 
ast in the world. It is full of all sorts of 
ique creatures. Yet the National 
"Orest Service enrages conservation- 
"ists by chopping down trees there. Mr - 
: Peter Emerson of the Wilderness So- 
ciety reckons that cutting a tree in 
Tongass costs the Forest Service 
about $100 a tree (which the Treasury 
pays) and earns it about 32 a tree. The 
-House of Representatives has voted 
tO stop such nonsense. But why is 
«there any need to legislate when the 
operation is so patently uneconomic? 
Because the incentives are wrong. To 
the Forest Service, the operation adds $102 
a tree to its budget. 

< Much of the Forest Service’s land is des- 
ignated as wilderness. It cannot be logged or 
have roads built through it. Even that which 
is not wilderness includes areas of spectacu- 
lar scenery or rich elk-hunting ground, 
where the value that could be derived from 
ecreation is far greater than from tree 
elling. About 200m visitor-days are spent 
each year in national forests. But, except at 
well-equipped camp grounds, the Forest 
Service cannot, by law, charge visitors. After 
|, as taxpayers, it is theirs to enjoy as they 
wish. Far better, argues Mr O'Toole, to let 
the Forest Service charge a small fee to those 
who use forests, as the National Parks do, 
id let it keep a percentage of the net (not 
the gross) user fees, whether the user is a log- 
ger or a hiker. 

: lt is not only on federal lands dui the 
state intervenes in the market. Private enter- 































on government fiat—from farm subsidies 
downwards. River water is a case in point. 
As the West was settled it became clear that 
controlling a source of water was critical to 
survival and prosperity. A system of legal 
ownership called prior appropriation was 
evolved for those living along the banks of a 
ostream, under which first-come was first- 
served for irrigation purposes. Prior appro- 
| priation is still in place, though it consists 
only of a right to use the water, not to pos- 
‘sess it. The water, say the courts, is held in 
trust by the state for the people. 

_ Which causes problems. If you travel 
alongside a river in one of the western states, 
it is immediately apparent that fishing is one 
of the biggest local industries. Anybody can 





has bought a licence. The licence fee goes to 
the state, which manages the fishing by set- 
ting limits and so on. The landowner, who 


nothing. 
- So, when the farmers on Ehe Ruby river 


prise in the West is often utterly dependent 


stop his car and catch a trout so long as he - 


pays taxes on the land under the river, gets _ 





















































in Montana ran short of water last year, they 
exercised their rights under prior appropria- 
tion to take the water from the river to irri- 
gate their fields. The river dried up. The fish 
died. Fishermen were furious but powerless. 
They could not buy back the water flow (it 
would have cost them a mere $4,000), be- 
cause state law in most of these states says 
that only the state can buy the water and 
leave it in the river (farmers can sell it to 
each other only for irrigation). 

— Likewise, when a farmer tried to stop 
fishermen floating boats down the Dear- 
born river through his land, the courts ruled 
that he could not: the river was the people's 
and they must not be denied access. Unable 
to enforce a law of trespass, a landowner has 
no incentive to look after a river. Mr Terry 
Anderson of the Political Economy Re- 
search Centre in Bozeman, Montana, argues 
that such intervention in the market works 
not only against the landowners but also 
against the fishermen. It removes the incen- 
tive of profit through which fishing might 
be made both lucrative and better. 


The hunting business - 
Game is as controversial as fish. Hunting 
(what Britons call shooting) is a favourite 
American pastime. Nearly $350m was paid 
by 16m people for hunting licences in 1987. 
(Over 30m bought fishing licences.) A state 
would be politically foolhardy to charge any- 
thing over and above the licence fee for the 
right to hunt wildlife on public land—such a 
move would infuriate just about every red- 
blooded American. But even when it is on 
private land, wildlife belongs to the state. 
This, in effect, means that these animals be- 
long to everybody and to nobody. | 
Ecologists know what happens to things 
that belong collectively to everybody. In 
1968 Mr Garrett Hardin, an American bi- 
ologist, described the results in an article en- 
titled "The tragedy of the commons". On 
medieval English common land, where any- 
d could graze a cow, the grazing was of- 





ther cow to the common would keep 
all the rewards to himself, while the 
extra disadvantages of overgrazing 
were shared by everybody. A modern 
parallel is almost every sea-fishing in- 
dustry. Yet America is not noticeably 
more impoverished in wildlife chan 
Europe. Three things have prevented 
a tragedy of the commons. 

First, the law of trespass. For ex- 
ample, in Texas and Mississippi, 
which have strict laws of trespass, 
there are 30 and 32 deer per square 
mile respectively (and 54 and 55 peo- 
ple per square mile). In Louisiana and 
Arkansas, which have weak laws, so 
that landowners cannot exclude 
hunters, there are only ten and eight 
deer per square mile respectively (and 
94 and 44 people per square mile). 
Second, states have large game departme ^ 
devoted to defining the season, issuing - 
cences (often by lottery) and limiting bags, 
down to how many trout of less than 20 
inches you may catch and kill in a Montana 
river. The federal Fish and Wildlife Service 
does the same for migratory game, such as 
ducks and geese. Third, seafood excepted, it 
is illegal to sell wild game in America. If you 
order venison in a posh New York restau- 
rant, it will have come from a deer farm, 
probably in New Zealand. There is therefore 
no market for poached game. 

These rules were established when the 
states took over what was left of the abun- 
dant wildlife of the West early this century. 
They have been remarkably successful in re- 
building stocks. But now that wildlife is 
again abundant, many people are RUE 
to think some new rules are needed. 
present system renders wildlife almost ne 
less. Because the landowner has no rights to 
the game on his land, and because he can get 
a licence to kill, say, only one elk him: 
there is no way he can earn any money fru... 
the wildlife that competes with his cattle. He 
is asked to produce a public good at his own 
private expense. 

Montana is a prime example. Its forests 
and plains abound with deer and elk. Its 
streams are full of rainbow and cut-throat 
trout. Many people in Montana hunt and 
fish and have long been accustomed to go 
where they choose in search of their quarry, 
on public and private land. They have usu- 
ally been welcomed by landowners who see 
deer and elk as little more than vermin com- 
peting with cattle for grass. Ánd they do 
much of their hunting on public land. 

Into this cosy arrangement have come 
hunters from outside the state, prepared to 
pay for their hunting. To serve them, an in- 
dustry of "outfitters" and guides has grown 
up, which brags that it can raise your 
chances of killing, say, an elk from the aver- 
age 15% to something more like 80%. The 
outfitters need licences for their clients. But 
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market in 1992 provides vehicle 
manufacturers with an opportunity to 
restructure their operations and to 
become more competitive in the 
international arena. But will the 
chance be seized? This report. analyses 
the EC's internal market proposals 
and their likely effects on the motor 
industry, and looks at how competition 
from overseas will help to shape the. 
market. 
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Into two parts: 
before and after Hublot. 
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_ Hublot is a daring blend 
HUBLOT of elegance and 
technology, the classic and the revol- 
utionary. Hublot's genius is its ability 
tobe perfectly sporty and also perfectly 
_formal,in a manner which makes 
 Hublot unique among wrist watches. | 





THE WORLD CAR 
INDUSTRY TO 2000 


Total world sales of passenger cars are 
forecast to increase by 48.5 per cent to 
46,533,000 units, between 1985 and 
2000. Strong growth in production 

is foreseen in Eastern Europe and in 
newly industrialised countries such as. 
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| - ATISING AMER 
the * state, influenced by home-grown: hunt- 
ers, voted in 1975 to limit the number of 
out-of-state hunting licences to 17,000. 
e outfitters want more licences 
_ granted to out-of-staters. The local hunters 
say there is not enough game to go round. 
. The outfitters reply that the shortage of 
game is made worse because landowners do 
. not have an incentive to encourage wildlife 
on their land. impasse. 


ODER trespassers 
. There is a way round the impasse. Instead of 
. discouraging the animals and welcoming the 
. hunters, some ranchers are using the tres- 
Een laws to keep all but paying hunters at 
They cannot in Montana actually 
Bo a fee for the hunt, since this infringes 
the state's ownership of the game. But their 
. trespass fees can be made surprisingly pre- 
cise: you pay one thing to trespass and kill 
. an elk, less to trespass and kill a deer and a 
- good deal more for a trophy bull-elk. 
= This kind of fee hunting is spreading. 
— Wyoming not only allows hunters to be 
— charged an access fee, but reimburses the 
landowner for each deer or antelope killed 
on his land. In New Mexico landowners 
. who suffer damage by elk or antelope can 
sell the right to kill them as access fees. 
E. ES Deseret Ranch in Utah has pros- 
from fee hunting for profit. It has 
Tad up a herd of nearly 2,000 elk and 
. charges hunters on average about $600 to 
- kill them. The state still sets the size of the 
- harvest; but as the ranch raises more elk, so 
~ the state responds with a larger harvest. Des- 
eret currently kills 200 bull elk a year and 
has provided more than 600 for Utah to 
. transplant to other public land where new 
. herds are being established, thus answering 
= the charge that fee-hunting ranches drain 
the animals off public lands. 
— . Deseret is unique, if only because it cov- 
. ers so vast an area (200,000 acres) that it can 
-= contain the peregrinations of an elk herd: it 
is illegal to set up fences to constrain the mi- 
. grations of wildlife. Even so, many elk mi- 
~ grate out of the ranch. Mr Robert Scott, a 
rancher from western Montana, has a bold 
. idea to get over the migration problem else- 
. where. He calculates that the cattle ranchers 
on the Montana great plains would do bet- 
. ter financially letting wildlife multiply on 
- their land and selling to hunters the chance 
to pursue them. But instead of doing it 
alone, he thinks they should all get together 
. and pool a huge chunk of land where the 
. game animals can wander all their lives. He 
. calls his idea the Big Open. 
| The Big Open would be a region of 12m 


.. acres lying roughly between the valleys of 


. the Yellowstone and the Missouri rivers, 
which so teemed with elk, bison and deer 
when Meriwether Lewis and William Clark 
first reached the region in 1805 that Lewis 
gave up noting in his diary how much game 
they saw. lt is about the size of the Serengeti 
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National Park in Tanzania—or t 
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350,000 cattle and 3,000 people. It has a net 
agricultural income of less than zero (if you 
ignore government subsidies of about $10m, 
on which the people live). Mr Scott's 
dream—it is still little more than that—is to 
replace the cattle with 150,000 deer, 40,000 
pronghorn antelope, 15,000 bighorn sheep, 
75,000 elk and 50,000 bison. 

The land would remain in its present 
ownership, but the hunting rights would be 
run as a business by a co-operative jointly 
owned by all the landowners. The revenues 
from hunting fees, topped up by fees 
charged for taxidermy and butchery, accom- 
modation and guiding, would amount to 
$60m. Conservationists would have a piece 
of the great plains restored to pristine wil- 
derness (fences would be removed), hunters 
would have a paradise and ranchers would 
have a living. The main snag with the idea is 
that 40% of the land does not belong to pri- 
vate owners but to the government, princi- 





A profit target 


pally the Bureau of Land Management. 
Hunting on that land could not be con- 
trolled. Another difficulty is the hostility of 
the ranchers in the region to such a new- 
fangled scheme. 

The principle of fee hunting applies to 
corporate owners as well as private. Interna- 
tional Paper makes 35% of its operating 
profits in Texas, Arkansas and Louisiana 
from leasing the hunting rights of its forests 
there. Mr Tom Bourland, who manages its 
programmes for both hunting and conserva- 
tion, says that it is only this return that 
makes the boardroom listen when he argues 
for environmentally sensitive tree cutting: 
leaving trees along streams, or clear-felling 


p fe. 
LE 





on sme land (eos n 
Ahri iti is ae illegal in sies Es le 
Moma and Wyoming to take the princi- 
ple of fee hunting to its logical extreme and 
set up private hunting preserves, where the 
game is:managed according to the landown- 
er's whims and not the state's. Bills to make 
such preserves legal were recently defeated 
in both states, though they have been 
passed in Colorado, Utah and California. 

A controversial way to get round the 
rules is to establish a game farm, having 
extinguished the native animals and re- 
placed them with something else. Exotic 
hunts are especially well developed in Texas, 
which is unique among western states in 
having almost no federally owned land at all. 

Partly because of this, fee hunting is the 
rule rather than the exception in Texas. 
Half of Texas's hunters hunt on land they 
have leased for the purpose. In that respect, 
the state is more like a European country, 
even down to the habit of the landowner 
serving specially large bucks for honoui.. 
(or high-paying) guests. And game is abun- 
dant: one in five of all the deer in the lower 
48 states live in Texas. The landowners have 
a big economic incentive to encourage wild- 
life on their land. 

Many Texan game farmers have gone in 
for species far more exotic than deer. More 
than 350 Texan ranches keep semi-wild 
game from other continents. A survey in 
1984 found 120,000 animals of 59 species, 
including oryx, kudu and wildebeest from 
Africa, nilgai, axis deer and blackbuck from 
India, Pere David's deer from China and 
sika deer from Japan. Their owners were 
able to charge more than $10 an acre to 
hunters who came to shoot the biggest 
bucks and pretend they were on safari in the 
tropics. In recent months a less savoury kind 
of hunt came to light when it was revealed 
that hunters were paying $5,000 to stalk, 
shoot and skin an old lion released from ^ 
zoo into the bush for the occasion. T 
"Texotic" industry has one advantage: some 
of the animals it raises are extinct or endan- 
gered in their natural range. 

Fee hunting, by putting a price on an 
animal's head, puts a value there too. That is 
exactly what its opponents hate about it. 
Once game has a value, the owners of that 
value will try to maximise it. They will feed 
the elk to make them grow bigger antlers or, 
as the Texans have done, turn hunting 
ranches into little more than fresh-air zoos. 
Hunting will become a preserve of the rich. 

Is fee hunting elitist? Miss Jo Kwong of 
the Institute for Humane Studies at George 
Mason University, who has studied the 
topic, says that it is no more elitist for land- 
owners to charge fees to hunters than it is 
for restaurants to charge people for food. If, 
by analogy, food were sold rather than free, 
the claim goes, only the rich could afford to 
eat decently—which patently is not so. 
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Rajiv gets lost on a Tiger hunt 


RYING to be the kindly friend who 
would help to end Sri Lanka’s civil war 
has brought India little but pain. More than 
500 of its 50,000 soldiers who came in to 
keep the peace have been killed, almost all 
of them by the Tamil Tiger guerrillas, who 
want a separate state in Sri Lanka. Three 
times that number have been wounded. The 
eration has cost a lot of rupees. The Inter- 
„ional Institute of Strategic Studies said in 
London this week that India will have to cut 
some of its planned defence programmes be- 
cause of the cost of the Sri Lanka adventure. 
And there is the incalculable damage to the 
army's pride from its failure, despite more 
than a year of effort and a vast superiority of 
arms, to subdue the Tigers. 

Still, India seems determined to press on 
with the principal undertaking promised in 
the accord it signed with Sri Lanka in July 
last year. This is the merger of Sri Lanka’s 
Northern and Eastern provinces, where 
most of the Tamils live, and the setting up of 
an elected council to run the merged prov- 
ince. On the face of it, this seems benign 
enough. The council will be able to levy lo- 
cal taxes, administer the police and run the 
services expected of any local authority. 

The new, merged province is designed 
to make the Tamils, a minority in Sri Lanka, 
faal that they have some control over their 

airs. But the north-east is where the Ti- 
gers want to establish an independent state 
called Tamil Eelam; they will settle for noth- 
ing less. They have said that anyone stand- 
ing for the council will be killed as a traitor. 

The Indians were not having this. On 
October 10th, the last day for handing in 
nominations, they gave lifts by helicopter to 
candidates brave enough to go to the reg- 
istration offices. In the Northern province 
there was one candidate for each constitu- 
ency—all of them Tamils,of apparently rea- 
sonable views. On November 19th they will 
be declared elected. In the Eastern province, 
where the Tamils do not have a majority, 
several Sinhalese and Muslims are running, 
some in contested races. Courtesy of Indian 
guns, the north-east will get its council. 

Will the council last, even for a week or 
two, let alone until next year when a referen- 
dum is supposed to be held to let the East- 
erners say whether they want to stay merged 
with the North? The Indian government of 
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Mr Rajiv Gandhi will at least be able to say 
that it has done what it can. Not that this 
will win India much sympathy from the Sri 
Lankans, who seem increasingly hostile to 
the Indian force. On October 19th around 
5,000 people took to the streets of Colombo 
and other towns calling for the end to the 
Indian "invasion". 

The two candidates in the presidential 
election on December 19th think these are 
not just malcontent views. Both Mr 
Ranasinghe Premadasa, who is standing for 
the ruling United National party, and Mrs 
Sirimavo Bandaranaike, the opposition can- 
didate, say they want the Indians to go 
home. Mrs Bandaranaike, who is saying it 
louder, is sure she is on to a vote-winner; she 
is believed already to have had informal 
talks with India about when its soldiers will 
leave. Political analysts and astrologers, who 
have about equal status in Sri Lanka, predict 
that the contest will be close, but they mar- 
ginally favour Mrs Bandaranaike. 

The best vote-winner would be a prom- 
ise of peace, but no politician has the gall to 
offer that without a lot of maybes. Mrs 
Bandaranaike thinks she can end the vio- 
lence at least in the south, where a group of 
Sinhalese guerrillas, the People's Liberation 
Front, has been killing government officials 


Prabhakaran leads the Tigers 


and supporters of the accord. If the Indians 
go, the Front may holster its guns. 

In the face of all this ingratitude, the In- 
dians may wonder whether they were wise to 
go into Sri Lanka at all. They had, naively it 
seems, not expected that they would have to 
fight the Tigers. India's soldiers were told 
they were there to accept the arms which the 
Tigers were willing to lay down—but were 
unwilling to hand over to the Sri Lankan 
army, whose soldiers are mainly Sinhalese. 
Instead, since last October, the Tigers and 
the Indians have been killing each other. 

One theory about what went wrong is 
that the Tigers never agreed to abandon 
their demand for a separate state, as other 
Tamil groups did. In the rushed negotia- 
tions that preceded the accord, their agree- 
ment was assumed rather than specifically 
obtained. An alternative theory is that the 
Tigers’ leader, Mr Vellupillai Prabhakaran, 
at first thought the accord was worth going 
along with, but later changed his mind. 

Some people close to Mr Prabhakaran 
say he has lived in the jungle, and been a 
killer, for so long that he would be unable to 
adjust to normal society. In any event, he 
has been responsible for the deaths of so 
many rivals that, sooner or later, he would 
himself be murdered in revenge. This being 
so, he may as well stick with the only calling 
he is fitted for, that of guerrilla. 

The Tigers have lost some 350 men 
since fighting resumed in earnest last Octo- 
ber, and now have around 2,000 in the field. 
Their strength as a terrorist force is their to- 
tal heartlessness. On October 10th, as can- 
didates in the council election nervously de- 
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| | Fiind their nominations, Tigers massacred 


-. 45 villagers for no other reason than that 


they were Sinhalese. This week they killed 
six more civilians for being “informers”. 


. Three of them were young children. 


These sound like acts of desperation. 
Yet the Tigers are not alone in believing that 
one day they will get their Tamil Eelam. 
Some of the Indian officers fighting them 


believe so too. They have experienced the 


— - Tigers' tenacity in battle and have interro- 
.. gated Tiger prisoners. They reckon the guer- 
. rillas could go on fighting indefinitely. 
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Even those who do not accept that 


FROM OUR INDIA CORRESPONDENT 


HE world’s biggest democracy got by 
for some 40 years without a nation- 
wide opposition to the Congress move- 
ment that had led it to independence. 
On October 11th it may have got one. 
The brand-new Janata Dal party saw the 
light of day at a “foundation conference” 
in Bangalore, capital of the southern 
state of Karnataka, which is governed by 
the existing Janata party. The new oppo- 
sition party takes its name from its par- 
ents: Janata and the two factions of the 
Lok Dal, which dominates politics in sev- 
eral non-Congress parts of northern In- 
dia. Both Janata and Lok mean people. 
A third element in the blend is an- 
other “people’s movement”, the Jan 
Morcha, which began life last year claim- 
ing not to be a party at all. Its mission is 
to eradicate from public life both corrup- 
tion and the prime minister, Mr Rajiv 
Gandhi. Its founder, Mr Vishwanath 
Pratap Singh, was Mr Gandhi's finance 
minister, and has transformed much 
formless grumbling about Congress into 
active opposition. He was unanimously 
elected president of the new party, and 
now becomes the nearest thing India has 
seen to the leader of a united opposition. 
Janata Dal has a reasonable chance of 
toppling Congress in the general election 
that must be held before the end of 1989. 
The Congress party has never scored 
| even half the total votes cast in a general 
. election. Its critics’ divisions have kept it 
| in power, and on past form it would re- 
tain a narrow parliamentary majority 
even if, as most pundits expect, it wins 
not much more than 4296 next time. 
Voters have been unwilling to support 
opposition coalitions whose only com- 
mon ground was a desire for power. And 
in many states—notably Tamil Nadu, 
Andhra Pradesh and Assam—the alter- 
native to Congress has been a party with 
| a purely local appeal. 


| The new party offers a nationwide al- 


ndia’s new dragonslayers 
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bleak view now suspect that the Tigers c: can- 


not simply be wiped out, as it was once 
thought they could be. If the Indians cannot 
do it, the Sri Lankan army, which is half the 
size of the Indian force in Sri Lanka, seems 
unlikely to. The one piece of hopeful news 
to come from the north-east recently is that 
the Tigers are trying to conscript Tamil 
youths because volunteers are no longer 
coming forward. The loss of popular sup- 
port for the Tigers among the Tamils may 
prove, in the end, to have been the real 
accomplishment of the Indian occupation. 










ternative to Congress, and has formed 
an electoral pact with the main regional 
parties besides. If the alliance holds to- 
gether, candidates backed by Congress 
(which at present holds 411 seats) will 
face a single serious opponent in as many 
as 450 out of the 546 constituencies. 

Janata Dal will have to do better than 
the party to which its constituent parts 
all once belonged. The old Janata was 
hurriedly put together out of four oppo- 
sition parties when, in 1977, Indira Gan- 
dhi called an election after 19 months of 
emergency rule. Janata swept Congress 
out, but then promptly fell apart into 
three warring factions. Congress easily 
regained power in the 1980 election. 

The first move towards reunification 
came in July 1987, shortly after Mr V.P. 
Singh left the Congress party. The lead- 
ers have therefore had time to establish a 
pecking order. Mr V.P. Singh is at the 
top, with the former Janata chief minis- 
ter of Karnataka, Mr Ramakrishna 
Hegde, not far behind. Their main prom- 
ise is to attack political corruption, in 
particular by setting up a government 
fund to meet the expenses of recognised 
parties. This, they say, would end the 
politicians’ dependence on shady busi- 
ness contributions and on kickbacks 
from overseas contracts. 

The party also wants to give India a 
third tier of democracy, beneath the 
present federal and state governments. It 
would make elections to district and vil- 
lage councils mandatory, and give them 
much more power. Mr Hegde in Karna- 
taka was the first chief minister to try 
nourishing local democracy. His experi- 
ment succeeded so well that Mr Gandhi 
himself has included it in the Congress 
platform. Ruling parties do not often 
steal ideas so frankly from their upstart 
opponents. The compliment may foretell 
that rare thing for an Indian election, a 
tightly fought contest over real issues. 
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Profiteers did it 


FROM OUR CHINA CORRESPONDENT 


HAO ZIYANG, secretary-general o 

China's Communist party, has founc 
his scapegoat. "Corruption among some 
party and government officials", he says, i: 
adding to China's economic ills. Those ill: 
are getting dramatically worse. Prices are ris 
ing faster than ever before in 39 years o: 
communism; panicking depositors threater 
more runs on the banks; factories are run: 
ning short of supplies; workers are going or 
strike. No wonder conservatives are calling, 
albeit in code, for a return to the pre-197£ 
days of rigid central planning. 

Their calls are being heeded. lt wa: 
thought at the time that last month's Cen: 
tral Committee meeting had been a modest 
victory for the forces of caution. Its dı 
sions, details of which are only now seep.. 
out, suggest something stiffer: a halt to free 
market experiments and a sharp return to 
control from the centre. The clearest sign of 
this is the effort to stamp out corruption by 
simply issuing orders for it to stop. Last 
week Mr Zhao, hitherto an avowed reform- 
ist, announced: "If we let matters drift, the 
new economic order will not be established; 
the reforms will not continue." 

In other words, the crackdown is seri- 
ous. The Kanghua Development Corpora- 
tion, a profitable state-owned conglomerate, 
can testify to it. Kanghua has flourished 
partly because it is linked to the China Wel- 
fare Fund for the Handicapped, a charity 
run by Mr Deng. Pufang. Mr Deng, who 
himself was crippled after Red Guards threw 
him out of an upper-storey window during 
the Cultural Revolution, has a celebrated fa- 
ther: Mr Deng Xiaoping, China's para- 
mount leader. Last month Deng the elder 
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declared, “We must begin our surgery close 
to home.” This month Kanghua is losing its 
tax privileges, severing its link to Mr Deng 
Pufang, divesting itself of some 200 subsid- 
iaries and closing its Hongkong branch. 

Kanghua’s example is meant to deter. 
So are recent stories in the Chinese press: 
nine officials in Guangdong province jailed 
for corruption; 8,000 members dismissed 
from the party. Several thousand officials in 
both China and Hongkong—where more 
than 3,000 companies are controlled by 
mainland interests—ought to be getting 
worried. After all, 27 special teams are being 
deployed to monitor their every move. 
There is to be no more buying of colour tele- 
visions or foreign liquor or cigarettes, no 
more banquets or luxury hotels. The num- 
ber of goods needing special approval to be 
purchased—such as cars, carpets and air 
conditioners—will rise from 19 to 29. 

Yet the anti-corruption policy will very 

‘ly run into the sand. Who, for instance, 
will punish companies controlled by the 
army? And even the party leadership does 
not imagine that an assault on corruption 
will be enough. The policy-making State 
Council argues that a credit squeeze is 
needed to slow the economy from its head- 
long 11% annual growth to a more comfort- 
able 7-8%. The simple way to do that is to 
announce, as the People’s Bank of China 
did last week, that from now on there will be 
no new lending by any financial institution 
for industrial and construction projects ex- 
cept the 15% of them covered by the state 
plan. Some demand-side decrees are being 
tried as well: any party or government enter- 
prise employing more than 200 people must 
cut its spending next year by 20%. 

A squeeze is needed. Since the state 
owns most enterprises, credit has been hard 
to refuse. It has been provided courtesy of 
the printing press. In January the target for 

* increase in the money supply was 20 bil- 

n yuan ($5.4 billion at the official ex- 
change rate) for the whole of 1988; in reality 
it is likely to be more than 70 billion yuan. 
No wonder prices in the cities rose (on the 
official count) by 1896 in the first nine 
months of this year; one unofficial source 
says that prices in September were 2996 
higher than they were a year before. 

Yet even if the twin attacks on corrup- 
tion and easy money do not fizzle out, Chi- 


na’s leaders will still not have recognised the. 


source of their problem. They blame infla- 
tion on Mr Zhao's enthusiasm for rapid 
price reform; and they have responded by 
freezing state-decreed prices for staple foods 
and selected raw materials. But there is also 
à free market in these goods, so the result is 
to preserve the dual-pricing madness. 

Any businessman worth the name will 
try to buy at the state-controlled price and 
sell at the free-market price. One clever fac- 
tory made a profit last year by producing 
nothing at all: it simply bought its state allo- 
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cation of raw material and resold it on the 
open market. The Chinese who make sensi- 
ble use of this nonsensical system are called 
"corrupt profiteers"—which is why the 
anti-" corruption" drive is bad news. 





Japan 


Grains of truth 


FROM OUR TOKYO CORRESPONDENT 


FOR reasons that have something to do 
with its culture and a lot to do with poli- 
tics, Japan does not import rice. It prefers to 
grow its own, even though subsidies to farm- 
ers make the stuff cost six times the world 
price. It is deeply affronted that American 
rice millers want the Reagan administration 
to force open Japan’s doors for them. 


By October 28th the United States 





problem 


trade representative, Mr Clayton Yeutter, is 
to decide whether the millers’ petition, pre- 
sented under America’s new trade law, 
should be accepted. A similar complaint was 
rejected two years ago because President 
Reagan did not want to upset the Japanese 
over the sensitive matter of rice. But the new 
trade law is more protectionist, and a presi- 
dential election is imminent. America’s two 
big rice-growing states are the electoral 
prizes of California and Texas, and Mr 
George Bush has endorsed the rice-millers’ 
petition. So it is hard to see how Mr Yeutter 
can do otherwise than accept it—though if 
Emperor Hirohito, still gravely ill, dies be- 
fore October 28th he may be able to delay 
his decision. Once the petition is accepted, 
the trade law may oblige the administration 
to retaliate against Japan. 

The top men in Japan’s ruling Liberal 
Democratic party, including the prime min- 
ister, Mr Noboru Takeshita, recognise that 
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the country’s hugely inefficient farming in- 
dustry will eventually have to face foreign 
competition. Changes are already happen- 
ing: restrictions on beef imports were eased 
this year. Japan imports 60% of its food. But 
rice is fully protected and it will take five 
years of wheeler-dealing, perhaps ten, to 
achieve any real liberalisation. 

Farmers can count on the support of 
some 200 of the Liberal Democrats’ 445 
members of parliament. Around a third of 
these seats are “rice constituencies”. The 
5.5m rice farmers plus their families add up 
to a lot of voters anxious to protect their 
subsidies, which will amount to ¥560 billion 
($4.4 billion) this year. A special problem is 
that two-thirds of Japan's tiny rice farms are 
unsuitable for growing other crops. It is 
doubtful that enough new jobs can be found 
for millions of ex-farmers. This prospect 
worries those who fear that Japan is turning 
into two nations: one the productive cities, 
the other a rural hinterland living, albeit 
quite comfortably, on welfare. 

Still, whatever the problems, things are 
going to change. The Liberal Democrats’ ag- 
ricultural doyen, 75-year-old Mr Hyosuke 
Niwa, has been eased out of the chairman- 
ship of the party's Agricultural Policy Com- 
mittee. His replacement is the 52-year-old 
Mr Tsutomu Hata, a former agriculture 
minister who is now secretary-general of Mr 
Takeshita’s faction in the party. In partner- 
ship with another rising star, Mr Koichi 
Kato, four years his junior, Mr Hata is now 
steering the Liberal Democrats’ farm policy- 
making. Both men are considered interna- 
tionalists who recognise, unlike many older 
politicians, that farming is a world-trade 
problem and not just a domestic one. 

The Hata-Kato strategy is to open Ja- 
pan's markets gradually. This might make it 
possible for Japan to offer the Americans a 
token import quota for rice in return for let- 
ting the issue be settled by GATT instead of 
under the American trade law. At the same 
time, the pair are trying to make Japanese 
farming more competitive where possible 
and to provide financial relief where it is 
not. Most farmers work only part-time on 
their small plots. Paying them to leave the 
land could be the best spent monev of all. 





Philippines 


Yanky panky 


FROM OUR PHILIPPINES CORRESPONDENT 


MERICA is discovering that in the Phil- 
ippines generosity does not necessarily 
command gratitude. On October 17th, after 
negotiating for six acrimonious months, the 
Philippine foreign secretary, Mr Raul 
Manglapus, signed an agreement in Wash- 
ington that settles how much the United 
States will pay in 1989-9] to keep its military 
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bases in the Philippines. The money— 


$481m a year—is way ahead of the $180m a 
year America is now committed to provide. 
lt is, however, nowhere near the $1.2 billion 
demanded so publicly, so often and so re- 
cently by Mr Manglapus. Have the Filipinos 
been swindled? 

Most certainly, according to leading 
voices in ever-eloquent Manila. The left- 
leaning Malaya newspaper said that Mr 
Manglapus "has sold out his country and 
grossly deceived his people". Using some 
imaginative financial arithmetic it com- 
mented: "Judas's 30 pieces of silver, with in- 
terest compounded annually from the date 
of the Crucifixion, would have been a far 
more 
President Aquino's supporters are less than 
enthusiastic. The Daily Globe newspaper, 
owned by her speechwriter, Mr Teodoro 
("Teddy Boy") Locsin, called the negotia- 
tions “a sneaky affair." 

Such criticisms matter: the agreement 
on compensation lasts only for the two years 


from October 1989 until the expiration of 


the 25-year lease on the bases. Once the 
lease ends, the bases agreement is subject to 
a year's notice of termination by either 
party. That, at any rate, is the American 
view; the Philippine view is that the agree- 
ment ends with the lease. Either way, the 
Philippine Senate then gets in on the act. 
The Philippines’ new constitution re- 
quires a treaty approved by two-thirds of the 
Senate if America is to be allowed to stay on 
at the Subic Bay naval base, the Clark Field 
air base and four smaller installations after 
1991. The bases help to defend a whole 


range of positions and sea-lanes from the Pa- 


cific to the Gulf, but in the present mood of 


Philippine jingoism barely a handful of the 
23 senators could be relied upon to vote for 
a new treaty. The mood will probably 
worsen as the Philippines approaches its 
presidential election in 1992. 

But Filipinos can be realists as well as 
sentimentalists. The fact is that until at least 
the mid-1990s the Philippine economy, now 
struggling back to life, will need the 68,000 
jobs and $500m a year in direct spending 
now provided by the American military 
presence. This is why Mrs Aquino is said to 
have told Mr Manglapus to strike a deal be- 
fore the Americans lost patience and de- 
cided to move their bases to more welcom- 
ing—if less suitable—sites such as Guam. It 
is also why the new agreement allows Amer- 
ica to send its ships and aircraft into the 
Philippines without having to say whether 
they are carrying nuclear weapons. And it is 
why any unbridled anti-Americanism in the 
Senate will be held back by practical politi- 
cians in the House of Representatives. 

How can Mr Manglapus, having fallen 
so far short of the target he set, reconcile 
himself to this reality? Perhaps more easily 
than his critics imagine. After all, his patrio- 
tism is not in doubt (he took time off from 
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the negotiations in Washington to launch 
his satirical musical "Yanky Panky” in New 
York). What he will do is emphasise not the 
new deal's failings but its virtues. 

They are many: $200m a year in military 
aid to help the ill-equipped Philippine 
armed forces fight the communist rebels; 
$160m in economic grants; $96m in devel- 
opment aid, including food; and $25m for 
housing. Add in an American commitment 
to help the Philippines with a bond-for-debt 
programme to cut its $28 billion foreign 
debt. And do not forget America's share of 
a $5 billion-10 billion multilateral “Marshall 
plan" for the Philippines that is now free to 
proceed. Mr Manglapus is smart enough, if 
he wants, to present his deal not as a be- 
trayal but as a victory—from which to argue 
for even more money next time. 





Afghanistan 


Exit fee 


ACER nine years of bombing Afghani- 
stan, the Russians said on October 
| 2th that they were willing to chip in $600m 
to help rebuild it. Then, as one of the hard- 
line guerrilla leaders was dropping hints 
about talks with the Soviet Union, the Rus- 
sians announced the appointment of a lead- 
ing trouble-shooter as their ambassador in 
Kabul. Russian troops may be leaving, but 
Mr Gorbachev clearly thinks there is still a 
lot to play for. 

The Russians have long hoped to get the 
Afghan regime to deal with the resistance, 
both to protect their own exit and to pre- 
vent a bloodbath after it. The Afghan com- 
munists have always been reluctant; so the 
Russians may be having a go themselves. 


Mr Barhanuddin Rabbani, who heads 
hard-line faction in the Pakistan-based resi 
tance coalition and is its current chairma: 
said on October 17th that “the green lig] 
has been shown" for direct talks with th 
Russians. The guerrillas like the idea « 
talks, because that would mean recognitio: 
but in the past they refused to countenan 
talk about anything but the Soviet witl 
drawal. Mr Rabbani now says they are reac 
to discuss politics. 

Mr Yuli Vorontsov, the Soviet deput 
foreign minister who has just arrived as an 
bassador in Kabul, played a part in the d 
plomacy surrounding the end of the Gu 
war and the Afghan withdrawal agreemen 
Since the chances are that any deal he make 
now will unravel after the Russian troop 
leave in February, his smart credentials ma 
have been employed merely to ensure a r 
spectable retreat. Bur his new post suggest 
wider Russian ambitions. Mr Voront 
may be there to find guerrillas to talk to, : 
to persuade the Communist party's faction 
to settle their differences and start talkin 
with the guerrillas about sharing power. K: 
bul has been buzzing with rumours, usuall 
involving the replacement of Mr Najibulla 
as president or party leader. 

The guerrillas are unlikely to compre 
mise now because they hope to win outrighi 
Mr Vorontsov's best bet is to woo the mor 
practical guerrilla commanders, perhap 
separating them from their political chiefs 
The Russians already have a non-aggressioi 
pact with the northern commander, M 
Ahmad Shah Massoud, struck when th 
withdrawal began. Pakistan-based politi 
cians like Mr Rabbani have recently beer 
showing unwonted enthusiasm for trips int 
Afghanistan. They seem to be worried tha 
they may get left out by direct deals betwee 
the Russians and the commanders. 

The Russians’ extraordinary aid offe 
supports the notion that they are trying 
build bridges to the guerrillas. They pledge: 
at least $600m in goods and services to th: 
United Nations Afghan aid fund run b 
Prince Sadruddin Aga Khan. It is half th 
total asked for, and six times as much as al 
the other donations so far. Unlike 8096 o 
those donations, it is not tied to a particula 
UN or voluntary agency. And Russia will per 
mit its use in guerrilla-held areas. 

If the offer is just a ploy, it is a risky one 
a snub to the Afghan communists at a deli 


. cate moment could unhinge things in Ka 


bul. It is more likely to be a hint of policie: 
to come. In announcing the aid offer, thi 
Soviet ambassador laid unusual stress or 
Russia's economic ties with its small neigh 
bour. Even the guerrillas agree that som: 
economic links with the Soviet Union wil 
be kept up. The Russians are the only cus 
tomers for Afghan gas. In the nature of Af 
ghan politics, a bit of money might buy the 
Russians some good guerrilla friends. 
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FOR SALE 


“PARC EXCLUSIF” 


Own a mountaintop overlooking the 
WHITSUNDAY ISLANDS and 
the GREAT BARRIER REFF. 


Parc Exclusif 


AIRLIE BEACH 
WHITSUNDAY COAST, Q.4802, AUSTRALIA. 





76ha area (187 acres) freehold estate subdivided 
into 8 exclusive allotments. 

Average year-round day/night temperatures 
28°/21°C. 


2.7km long private bitumened road to the 

mountaintop. 

Mains electricity, fresh water and telephones. 

Recently completed luxury villa of 753 square " FUÉ, ufu TI 

metres on its 3.5ha allotment - half way up "EP UA 
the mountain. ‘ 

* SPECTACULAR VIEWS from each allotment. ' FETA 


Parc Exclusif ... private, secure, unique. 


be Ua 
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Send for brochure and details:- 


ZADA P.L. 
P.O. Box 103 
AIRLIE BEACH 
Queensland 4802, AUSTRALIA 


TEL: 79.466.580 FAX: 79.466.775 


A multi-millionaire's haven 
in a unique location 






Y 


- 


THE BEST PRIVATE RESIDENTIAL ESTATE IN AUSTRALIA 








ACCOMMODATIONS THAT LEAVE ROOM 
FOR EVERYTHING BUT IMPROVEMENT. 





At Park Hyatt" Washington, D.C., spacious suites provide generous 
dpi. P iic elici amounts of both comfort and luxury. Youll appreciate wonderfully private 
master bedrooms, where rest and relaxation are assured. Magnificent marble bathrooms. And beautifully 
appointed living areas that make entertaining, as well as working, a pleasure. A fact that can be attributed not 
only to sheer size, but to the thoughtful inclusion of two phone lines and a 
computer port. All of which is designed to make your stay at Park Hyatt 


an enormous success. For reservations, call your nearest Hyatt Hotel. PARK HYATT 


Where the exceptional is the rule 


WASHINGTON, D.C. 


HYATT CARLTON TOW ER LONDON THE HYATT HOTEL CANBERRA PARK HYATT WASHING TON, D ( PARK HYATT CHICAGO PARK HYATT SAN FRANCISCO 
A PARK HYATT HOTE! ^ PARK HYATT HOTEI THE WEST END MICHIGAN AVENUI EMBARCADERO CENTER 
KNIGHTSBRIDGE NEAR PARLIAMENT HOUSI NEAR GEORGETOWN AT WATER TOW ER SQUARE OPENING WINTER 1988 
Park Hyatt encompasses hotels managed or operated by two separate companies — Hyatt Hotels Corp. and Hyatt International Corp 1988 Hyatt Corp 
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Hoh's woes 


FROM OUR EAST ASIA CORRESPONDENT 


OR all his many failings, ex-President 

Chun Doo Hwan did not do a bad job 
with South Korea's economy. When he 
handed over to President Roh Tae Woo in 
February, money GDP was growing by almost 
1596 a year. The National Assembly, preoc- 
cupied with those of Mr Chun's friends and 
relatives who did a little too well out of his 
regime's success, is spending less time on the 
hard question of how to carry it on. 

Dire predictions of a post-Olympics 
slump now seem overdone. True, growth 
can hardly be sustained at 1596 a year; that 
was made possible by low wages, a low won 
and low prices for imported raw materials. 
The oil price is still down, but wages and the 
currency are up. Growth for 1988 as a whole 
is likely to end up at 8-996. 

Just after the Olympics Mr Roh went to 
the assembly to introduce his first budget. In 
his speech he promised to give "top prior- 
ity" to slaying inflation. Consumer prices in 
June were almost 896 higher than a year be- 
fore; agricultural prices have risen much 
faster than that (farm wages and the rice- 
support price were raised to give the ruling 
party a boost in the presidential and assem- 
bly elections, and the harvest was poor). Mr 
Chun managed to cut inflation from 2896 in 
1980 to below 396 in 1984-87. The trick will 
be harder this time. 

A rising currency and high interest rates 
are sucking money into Korea. Many busi- 
nesses are already paying annual rates of 
more than 1596 to borrow money, and the 
won has risen 1296 against the dollar in the 
past year. The trade surplus—which the 
Bank of Korea expects to exceed $12 billion 
this year—ought to help counteract this. 
But it has not done enough. 

Conventional remedies for a bulging 
money supply would be to keep pay rises 
down and trim public spending. That, po- 
litically, is easier said than done. Average 
wages will probably have risen by 1896 by 
the end of 1988; many Koreans think the 
workers, particularly the lower-paid, deserve 
an even bigger slice of the fast-growing na- 
tional cake. Catering to that feeling, the 
government proposes a 1989 budget (due to 
be passed next month) which it says is 11% 
bigger than the one for 1988; the opposition 
reckons that total spending will actually rise 
1696. Mr Roh's budget speech included 
commitments to spend more on rural-devel- 
opment projects, on infrastructure and on 
the urban poor. The opposition says it 
wants higher rural spending, but only if bal- 
anced by a lower defence bill. 

Mr Roh has been forced into a number 
of hand-to-mouth anti-inflationary mea- 
sures. The Bank of Korea has issued “‘mone- 
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South Korea's: 
% change on a year ago 





tary stabilisation bonds" to soak up the ex- 
cess liquidity from foreign cash, and has 
twisted arms to persuade Korean institu- 
tions to buy them. Tighter limits have been 
placed on foreign capital coming in. Gov- 
ernment-controlled energy prices will be cut 





HIS is South Korea's President Roh Tae Woo learning that the best way for a 

politician to get his picture in the papers in New York is to embrace a pretty girl. 
Mr Roh then went off to the rather more solemn United Nations, and got some more 
attention by becoming the first Korean leader to address the General Assembly. His 
big hope now, he said, is to become the first South Korean leader to meet North 
Korea's Mr Kim Il Sung. He would be prepared to discuss anything, even disarma- 
ment: which the North has long demanded. His wish was for a "springtime for peace 
and reconciliation". The North's reaction was yes, perhaps, we'll think about it. The 
Koreas are yet not in a springtime mood, but their relations may be about to become a 





touch less wintry. 
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by between 496 and 596 next month. Mr 
Roh hopes to damp property speculation by 
forcing buyers to declare their real names. 

The president was much vaguer on two 
other policies that could help keep prices 
down while boosting the economy. One is 
Korea's highly protected food market; but 
many a seasoned European or American 
politician has also shied away from tackling 
farmers. Another is to speed up the opening 
of South Korea's capital markets. The com- 
mercial banks are woefully inefficient, and a 
barrage of restrictions against capital ex- 
ports recalls the dead days when the aim was 
to attract foreign currency. Yet such long 
promised reforms are still delayed by the 
heel-dragging of Korea's bossy financial bu- 
reaucrats, who would lose some of their 
power if the system were liberalised. 

To help him find answers, Mr Roh has 
set up a special commission under a former 
prime minister. Its report, due at the end ^f 
the month, will tackle every economic is 
under the sun, including the trade surplus, 
inflation and the opening of the capital and 
agricultural markets. Yet when the recom- 
mendations are brought before the National 
Assembly, Mr Roh will be reminded that a 
democracy's economic policy-making is not 
always crisp and disinterested. 
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EPE CY TET OT T ee 


AMERICAN SURVEY 


Bush v complacency, 
Dukakis v despair 


LOS ANGELES 


At a meeting of political scien- 
tists at the University of Califor- 
nia at Berkeley on October 18th, 
one pundit asked his colleagues 
if they could think of any plausi- 
ble circumstances that could bring about a 

tory for Mr Michael Dukakis in the elec- 

n on November 8th. There followed a 
long silence. 

The post-mortems have already begun. 
Mr George Bush owes his victory to Presi- 
dent Reagan's popularity (which has been 
rising, along with the economy, all year: the 
polls suggest that 59% of Americans now 
approve of the way he is doing his job), Mr 
Bush will win because the world is at peace 
and America prosperous. He will win be- 
cause his seasoned campaign staff know ex- 
actly how to exploit Americans’ latent con- 
cerns about patriotism, crime and taxes. He 
will win because Mr Dukakis is an iceman. 
He will win because he has everything going 
for him. 

It did not always seem so obvious. Only 
three months ago, in July, Mr Dukakis was 
leading Mr Bush in the opinion polls by 
more than 17 points. Today it is Mr Bush 
who is 17 points ahead. Polling day, per- 
haps, will tell yet another story. The election 
is certainly not over. 

The televised debates between the can- 
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didates, however, are. It was the second and 
last of these, on October 13th, that was a 
disaster for Mr Dukakis. In vain his “spin- 
ners —the people whose job it is to put the 
best gloss on events—tried to persuade the 
press afterwards that groups of undecided 
voters, unlike almost everybody else, pre- 
ferred their candidate's performance to Mr 
Bush’s. To most viewers, the first minutes of 
the debate were enough to settle their pref- 
erences. Asked whether he would favour the 
death penalty for a man who raped and 
killed his wife, the iceman showed indigna- 
tion at neither the question nor the crime. 
Instead, he delivered a little speech about 
drugs in schools. 

Just 24 hours later, addressing a group 
of Hispanic organisations in Pasadena, Mr 
Dukakis was a different man. He spoke with 
passion, eloquence and broad gestures, 
without notes or a jacket. When he de- 
scribed how a hit-and-run driver had killed 
his brother you could have heard a sock 
drop. But it all came too late. The speech, 
made at 11 o'clock at night, went unre- 
ported on television. 

Even so, the battle continues. In Mr Du- 
kakis’s campaign office in San Francisco, 
there is brave talk of reaching undecided 
voters in the last three weeks, of polls which 
show that 30% of Mr Bush's supporters may 





still change their minds, of the fact that tele- 
vision debates do more to harden the feel- 
ings of those whose minds are already made 
up than to sway the undecided, of Senator 
Dan Quayle, of the warm reception given to 
the Dukakis campaign's new television com- 
mercials. In these Mr Dukakis simply faces 
the camera and appeals for support “as a fa- 
ther". On the Dukakis campaign aircraft, 
spirits are sustained by memories of 1968, 
when Hubert Humphrey almost caught 
Richard Nixon in a late surge. 

But the incumbent vice-president— 
Humphrey in 1968—is today not Mr Duka- 
kis but Mr Bush. And it is Mr Bush, not Mr 
Dukakis, who is surging in the polls. In the 
NBC News/ Wall Street Journal poll that put 
Mr Bush 17 points ahead (55% to 38%) the 
voters said—by two to one—that they 
would prefer Mr Bush in a crisis. Whereas a 
month earlier 36% had held an 
unfavourable view of Mr Dukakis and 48% 


a favourable one, the latest poll found those 


numbers reversed: 50% had an 
unfavourable view and only 36% a 


favourable one. And the debate was proba- 
bly Mr Dukakis’s last big hope of a fatal 
Bush blunder. 

Throughout the campaign Mr Dukakis 
has been unable to make an issue of the 
economy, despite many Americans’ anxiety 
about the trade deficit and last year’s stock- 
market crash. He has tried several ways: ap- 
pealing to the middle class (“squeezed” by 
rising costs), populism (Mr Bush's $30 bil- 
lion tax breaks for the rich) and, most re- 
cently, nationalism ("nearly half the real es- 
tate in the city of Los Angeles” is in the 
hands of foreign investors, he said in the de- 
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AMERICAN SURVEY 








bate, though in fact that figure applies only 
to commercial property and then only in 
downtown Los Angeles). None of these 
themes has caught on. 

Meanwhile Mr Bush has been skilful in 
attack. His August commercials blaming Mr 
Dukakis for the filth in Boston harbour did 
the Democrat great damage, particularly in 
California. It took Mr Dukakis until last 
week to mount a credible defence of his 
record as the first man to start trying to 
clean up the harbour. Similarly, Mr Bush's 
incessant emphasis on "values", his appeals 
to patriotism and his tough talk about crime 
have evidently done him nothing but good 
in the eyes of the voters. All these themes 


seemed crass to the intellectuals around Mr _ 


Dukakis; they failed to recognise their reso- 
nance for rednecks. Even for other voters, 
crime may be a potent issue, especially in the 


absence of war or depression. Most had’ 


probably never seen it as a criterion by 
which to judge and differentiate the candi- 
dates—until Mr Bush presented it as such. 
He did the same with the Pledge of Alle- 
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SAN FRANCISCO 


California has more inhabit- 
ants than any other state in 
America, so more votes than 
any other in the Electoral Col- 
lege. Whoever carries Califor- 
nia takes all 47 of its electoral votes— 
more than a sixth of those needed for vic- 
tory. That makes Californians the most 
cajoled and flattered voters in the coun- 
try. The state is now leaning towards Mr 
George Bush—by 5096 to 4196, according 
to the latest California Poll. As recently as 
last week, though, polls showed a dead 
heat there, and California is clearly more 
sympathetic to Mr Michael Dukakis than 
is the country as a whole. 

California has a bit of everything. It 
has affluent suburbs where people are 
concerned about traffic and education, vi- 
olent cities torn apart by gang warfare, 
small towns, big farms, large defence com- 
panies and plenty of remote rural areas. lt 
has blacks, Asians, Hispanics and whites 
of every kind. But the state is politically 
peculiar. Parties are weak, direct interven- 
tion in government through propositions 
and initiatives a habit. And politics can be 
a bit more extreme than in the east: Or- 
ange County Republicans are as compre- 
hensively conservative as Marin County 
Democrats are light-headedly liberal. 

This year the biggest reaction to the 
presidential contest is boredom. Neither 
candidate inspires Californians. lt is ar- 
gued that the departure of Mr Jack Kemp 
and Mr Gary Hart from the race earlier 


giance, using it to distinguish himself, fa- 
vourably, from the Massachusetts governor. 

Again, Mr Dukakis has found a way to 
answer the charges. Last week he was citing 
the case of a federal prisoner who commit- 
ted an even more heinous crime than the in- 
famous Willie Horton (released from a 
Massachusetts jail on weekend leave only to 
rape a woman in Maryland and terrorise her 
family); this federal prisoner was on a federal 
furlough programme—for which Mr Bush 
could be said to be as responsible as Mr Du- 
kakis was responsible for the Massachusetts 
one. But all this comes too late. The damage 
has been done. 

The Dukakis campaign has given up its 
boast, made in the heady days after the suc- 


‘cessful Atlanta convention, of a 50-state 


campaign. It is withdrawing its workers from 
most of the South and supplying the money 
for television advertising to just the 18 states 
that can still be considered winnable. The 
critical ones are on the west coast (Califor- 
nia, Oregon; Washington) and in the Mid- 
west (especially Ohio, Michigan and Illi- 


this year also robbed the election of the 
sort of emphasis on free enterprise and 
unlimited opportunity that appeals to 
Californians. In its place came a Demo- 
cratic offer of sound management and a 
Republican love of big business. Some 
complain that Mr Dukakis and Mr Bush 
are addressing themselves to a narrowly 
eastern agenda. 

Certainly, the candidates largely ig- 
nore some issues that Californians talk 
much about: AIDS, for example. In San 
Francisco, where about 15% of the voters 
are homosexual, support for Mr Dukakis 
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thinking green 





Staying cool and 





nois. But a confident Bush campaign, 
seeking to set off a landslide, is extending its 
efforts into territory once considered firmly 
Democratic: north-eastern states like Penn- 
sylvania and even New York. 

Both candidates stayed west immedi- 
ately after their debate. Mr Dukakis, joined 
by Senator Lloyd Bentsen, addressed a huge 
but somewhat subdued rally in Sacramento, 
trying too hard to extract their cheers when 
he claimed victory in the debate. A crowd 
that waited hours in driving rain for him at 
Seattle was more enthusiastic. 

Mr Bush meanwhile did what he had 
done after the first debate: get in a bus and 
drive through a farming area full of conser- 
vative Democrats, this one in the California 
Central Valley at almond-harvest time, 
making speeches at each town along: the 
way. This being California, both candidates 
brought film stars with them. Mr Dukakis 

“had Miss Debra Winger; Mr Bush, a kar 
star, Mr Chuck Norris. Back in the Maw- 
west, Mr Dukakis went to Ohio and tried to 
be a little more human: bowling, and chat- 





was lukewarm until he came out against a 
proposition on this year's ballot that 
would force doctors to report positive 
AIDS tests to the authorities. Now homo- 
sexual groups are putting their formidable 
organising skills behind his campaign. 

Mr Dukakis's best hope of a win in 
California lies in galvanising the Hispanic 
vote. Hispanics have not in the past voted 
in large numbers, and they cannot be 
taken for granted as Democrats. But Mr 
Dukakis speaks Spanish and is a son of 
immigrants, so Democrats in the state 
have run a vigorous voter-registration 
drive in Hispanic areas. The non-partisan 
Centre for Participation in Democracy 
claims to have registered 366,000 voters, 
three-quarters of them minorities. For the 
first time in many years the Democrats 
have registered more new voters than the 
Republicans have. Even so, the ratio of 
registered Republicans to registered Dem- 
ocrats is higher than in 1984. As a general 
rule the north of the state is Democratic, 
the south Republican. 

More than ever this year, Californians 
are thinking green. Throughout the coun- 
try, but especially in California, there is an 
unusual consensus that more must be 
done to fight pollution. By promising to 
ban offshore oil drilling between Big Sur 
and the Oregon border, Mr Dukakis has 
locked up much of the coastal vote.(Mr 
Bush has merely promised to postpone 
any decision). And the powerful environ- 
mental organisations are mostly helping 
Mr Dukakis. But by attacking Mr Dukakis 
over Boston harbour, Mr Bush has kept 
many Californians unconvinced of the 
greenery of either man. 















F ulton i in Missouri te to give an horse ins 
speech at the Spot where Churchill first 
spoke of the "iron curtain". The curtain, 
Mr Bush said, is rusting. Meanwhile, below 
the fray, he released a commercial ridiculing 


Mr Dukakis's recent tank ride and defence 


policies. 

Mr Bush's main concern now is to com- 
bat complacency. Mr Dukakis's is to combat 
despair. Many Americans probably think 
they know the outcome. Unmoved by in- 
tense enthusiasm for or against either candi- 
date, they may therefore choose to back the 
one they think will win. 
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State elections 


Prepare to draw 


YES, Virginia, there are other elections — 


in America this year. Some of them will 
have consequences not just in the near fu- 
ture, but throughout the next decade. The 
ten-yearly ritual of redrawing the bound- 
aries of congressional and state legislative 


districts will begin soon after the national — 


census in 1990. Some of the governors and 
state legislators elected next month will still 
be in office in 1991, pens poised to draft or 
veto the new maps depending on their po 
litical whims. 

In most states “redistricting” ds con- 
ducted by state legislators, with the gover- 
nor able to approve or veto the legislature's 
schemes. Holding a majority in. one chamber 
of a state legislature or controlling a. gover- 
norship means that one political party can 
prevent any egregious gerrymandering by 


the other. For both parties, this makes the 
stakes in some of this year's state elections | 


hisher than usual. 


1ne governors 


Voters will elect governors in 2 states, eight 
of which currently have Republican incum- 
bents. The Democrats are expected to do 
well, emerging with perhaps three more gov- 
-ernorships than they now have. They are fa- 
voured to capture seats ín: 

@ Indiana. Mr Evan Bayh, the secretary of 
state (and son of former Senator Birch 
Bayh), is considered likely to beat the Re- 
publican lieutenant-governor, Mr John 
Mutz. Republicans in the state, which nor- 
mally votes Republican, hope that having 
their senator, Mr Dan Quayle, on the presi- 
dential ticket will provide a Eod ef- 
fect for Mr Mutz. 

e West Virginia. The long career bof Mr 
Arch Moore, the incumbent Republican 
governor, is being threatened by Mr Gaston 
Caperton, a rich businessman. Mr Moore 
was governor from 1969 to 1977, and then 
re-elected in 1984. Mr Caperton spent more 
than Sim. much ofi it his own money, to. win 
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Housing 
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_ WASHINETON DC 


OTH candidates have . committed 
themselves to helping the poor, the 


Xr and the homeless, but Mr Michael 
Dukakis is more likely than Mr George 


, Bush to have thought of a way to do this. 


Health care 


President Dukakis 
would require employ- 
ers to offer health insur- 
ance to all full-time and 
some part-time workers 
and their families, a 


measure estimated to reach about 23m of 
the 37m Americans currently uninsured. 


President Bush would seek federal 
money for uninsured low-income work- 


.ers to "buy into" Medicaid, the govern- 


ment programme for the very poor, at a 
subsidised price. 
Both candidates urge people to save 


. for their long-term medical needs. Mr 


Dukakis supports legislation that would 


allow the elderly sick to be looked after at 
home. Both candidates promise to lead a 


war on AIDS. Mr Dukakis is more candid 
about. how much this would cost; Mr 


. Bush says more about tests. 


| Mr Dukakis would allow 
` first-time home buyers 
to use their IRAs (tax- 
free retirement ac- 
counts) as a down-pay- 
ment and would make it 


-easier r for the Federal Housing Adminis- 
. tration to underwrite their mortgages. 
„He calls for a partnership of developers, 
activists and government at all levels to 


provide affordable housing for rent or 
. sale. Mr 


Bush, praising volunteer 
projects, sees the maintenance of low in- 
terest rates as the federal government's 
essential contribution to cheap housing. 


| Mr Dukakis favours a 
$100m prenatal pro- 
gramme for uninsured 
pregnant women. He 
would provide enough 
money to guarantee 
immunisation for all babies. He supports 


‘current birth-control laws. 


. Mr Bush calls for a national commit- 


ment to bring down infant-mortality 


rates. He would like to see the main Su- 


| preme Court ruling on abortion re- 
` versed. He opposes the supply of birth- 


control devices to minors without their 


-par ents’ assent, 











~ command of all anti-drug efforts. Mr Du- 










































Child care 


Mr Dukakis calls for a — 
partnership of business, < 
family and government 
to produce a day-care > 
plan to be put in place... 
by a new Office of Child- 
Care. Mr Bush proposes a $1.5 billion | 
tax credit, worth up to $1,000 for each 
child under four, for working parents . 
earning less than $20,000. He would. 
make the current tax credit for live-in 
care refundable. 


Drugs and crime E 

a - Both candidates call for 
a summit on drugs to be » 
attended by North, — 
South and Central 
Americans. Both would 
place one official in 


kakis has not said who his “drug tsar” 
would be; Mr Bush says his would be Mr 
Dan Quayle. The candidates compete in. 
tough talk about the supply of drugs; . 
much less so about their demand. 
Mr Bush favours capital punishment 
for drug-related murders; Mr Dukakis 
opposes capital punishment on princi- 
ple. Mr Dukakis favours tighter control 
of handguns; Mr Bush does not. | 


Strengths and weaknesses ; 
_As governor of Massa- 
4i chusetts, Mr Dukakis. 
-has launched many o 
the social programmes . 
. he now hopes to extend - 
to the rest of the coun- 
try: health insurance, state-supported .. 
day care, drug education in schools anda ~ 
programme for pre-natal care that has | 
brought infant-mortality rates down 
sharply. He can point to his successes. 
Even crime rates in Massachusetts have — 
fallen faster than the national average. — 
But Americans, a trifle bored with 
Massachusetts, see Mr Dukakis assofton . 
criminals, largely because of the weekend. 
leave the state used to give to prisoners | 
serving life sentences. l 

As vice-president, Mr Bush has been. 
part of an administration that has spon- — 
sored tough anti-crime measures; he him- 
self has chaired a body set up to co-ordi- - 
nate drug. interception. But the. 
administration has given little attention. . 
to social programmes and often cut. 
money destined for the needy. Mr Bush. 
now calls for a “gentler, kinder". 


America. 








e Démoccitie primary. 


Republican incumbent, Governor Norman 
Bangerter, is behind his Democratic chal- 
lenger, Mr Ted Wilson, by as much as 23 
- points. Mr Wilson is the former mayor of 
-Salt Lake City. The voters are angry with Mr 
- Bangerter for imposing a $160m tax increase 
* on them last year. 
5 ©The Democrats’ next best chance of 
_ winning a governorship from the Republi- 
cans is in North Carolina. The incumbent, 
Governor James Martin, is not unpopular, 
:but is nonetheless a Republican in a state 
that normally elects Democrats to the gover- 
- nor s mansion. His Democratic opponent is 


- Lieutenant-Governor Robert Jordan. Who- 


.ever wins will have little impact on re 
districting: North Carolina does not give its 
-governor veto power. 

: Other close races, brought on by the re- 
~tirement of incumbents, are expected in 
Montana and New Hampshire. In Mon- 

na the race between Mr Thomas Judge, a 
former Democratic governor, and Mr Stan 
Stephens, a former Republican state sena- 

t, is considered a toss-up. The current gov- 
rnor, Mr Ted Schwinden, is a Democrat. In 
New Hampshire Representative Judd Gregg, 
à Republican, is probably a slight favourite 
to replace Governor John Sununu, also a 
Republican. He faces Mr Paul McEachern, a 
former state legislator. The winner will have 
to face the voters once more before re- 
districting; New Hampshire 5 governors 
serve for two years. 
. Incumbents are favoured to win re-elec- 
tion in six states. Republicans lead in: 
@ Delaware, Rhode Island and Missouri. 
In Delaware Governor Michael Castle is 
thought likely to defeat Mr Jacob Kreshtool, 
a 70-year-old retired lawyer. In Rhode Island 
Governor Edward DiPrete looks likely to 
Overcome the state's Democratic tendencies 
and beat Mr Bruce Sundlum (having done 
< s0 before, in 1986). In Missouri the likely 
= winner is Governor John Ashcroft over 
‘state Representative Betty Hearns. 
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e Washington, North Dakot 


@ Utah. According to the opinion polls, the an | 
mont. In Washington Mr Booth Gardner 


“Tacuimbent Democrats lead in: 





could become the first governor: to win re- 
election since 1972 if, as expected, he de- 


feats Mr Bob Williams, a right-wing Republi- 


can state senator. In North Dakota 
Governor George Sinner is expected to beat 
Mr Leon Mallberg, a Republican business- 
man. In Vermont America’s only woman 
governor, Mrs Madeleine Kunin, is ex- 
pected to win her campaign against Mr Mi- 
chael Bernhardt, the Republicans’ leader in 
the state House, despite having won twice 
previously with less than 31% of the vote. 

Two more governors’ ‘mansions may 
also have new residents in January, depend- 
ing on the outcome of other contests. In Ne- 
vada Governor Richard Bryan is favoured 
in his Senate race against Mr Chic Hecht; 
and in Massachusetts, Mr Michael Dukakis 
hopes not to be returning to Boston next 
year. Both men would be replaced by Demo- 
cratic lieutenant-governors. 


The legislatures 

Forty-five of the 50 states will elect portions 
of their legislatures this year. As far as re- 
districting is concerned, the most important 
contests will be state Senate races (most 
state representatives serve only two years, 
and thus will have to face the electorate one 
more time before getting out their mapping 
pens) The states that are being targeted 
most by the parties are those where the con- 
trolling party now has a slim majority. 

The Democrats are close to taking con- 
trol in Ohio and Pennsylvania, states that 
could lose, respectively, two and three con- 
gressional seats if the census confirms that 
they have lost population. Republicans cur- 
rently control the Ohio Senate, but only by 
18 seats to 15. Sixteen seats are up this year, 
12 of them held by Republicans. The Demo- 
crats have firm control (60-39) of the state 
House of Representatives. The Republicans 
also control the Pennsylvania Senate, but 
only by 26 seats to the Democrats’ 24. Con- 









rats control the staté 
: 03 sc seats to 100. 

: In Illinois, which could lose two con- 
ond seats, the Democrats control the 
state Sendte by 31 seats to 28, giving the Re- 
publicans some hope of taking over. Other 
states that both parties will be keeping their 
eyes on are: 

e New York, which could lose three con- 
gressional seats. The Republicans hold a 35- 
26 edge in the state Senate; the Democrats 
have a 92-56 majority in the state House 
(with two Liberals). | 

e Florida, where Republicans have been 
doing well lately, and which is expected to 
gain three congressional seats. Half of the 
state Senate is up for re-election this year; 
the Democrats control it by 25 seats to 15. 
e California, where some legislative races 
are more. expensive. than congressional 
ones. The state will probably gain five seats 
in Congress after the census. Both chamb 

of the legislature are under control of tne 
Democrats: the Senate by 24 to 15 (with one 
independent), the Assembly by 44 to 36. 


—— 








Mississippi 


Run and deliver 


PASCAGOULA 


“Just keep those 600 ships a- 
coming, said a (Demo 
cratic) shipyard worker to 
» Ji the (Democratic) candi- 
‘en o SA ' date for the Senate, Mr 
B VA yo” Wayne Dowdy. Mr Dowdy, 
economical with words, nodded. Mississip- 
pians, bottom of the barrel in their income 
per head, have no great keenness to cut the 


. federal budget deficit. Or to cut the defence 


budget. 

Senator John Stennis, a formidable. 
warrior aged 87, is retiring. For only the sec- 
ond time in 41 years Mississippians are pick- 
ing themselves à new senator. Doyen of the 
Senate, drifting between the Armed Ser- 
vices and the Appropriations Committees, 
Mr Stennis has long looked after his state'é 
needs. One example: in 1987 the adminis- 
tration asked for $17.1m to build a naval 
homeport at Pascagoula. The House of Rep- 
resentatives cut this to $8.Im. Mr Stennis, 
as chairman of the Appropriations Commit- 
tee, asked for $21.9m. The figure that 
emerged from the reconciliation process 
was, of course, $17.1m. 

Now that is a hard act to follow. But the 
two congressmen who are competing for the 
job, Mr Dowdy and his Republican oppo- 
nent, Mr Trent Lott, both claim they would 
be well placed to do so. Mr Lott, elected in 
1972 and Republican whip since 1980, is 
banking on a Republican administration. 
As one of the party's more influential and 
popular young leaders, he would, he says, 














Dowdy banks on a Democratic Senate... 


have the ear of all the right people in the 
White House. 


Mr Dowdy, elected in 1981, is banking 


on a Democratic Senate. He is almost cer- 


tainly assured, he says, of a seat on the 
Armed Services Committee, where, as a 
member of the majority, he would be in a 
position to blow defence contracts Missis- 
sippi's way. Elect another Republican to join 
Mississippi s Senator Thad Cochran and 
who, asks Mr Dowdy, would then have the 
ear of powerful committee chairmen like 
Senator Sam Nunn? 

A promise to bring home the bacon i is 
the essence of both congressmen's cam- 
paigns. Apart from that, and their ages, 
both 40-plus, Mr Lott and Mr Dowdy pro- 
vide a happy contrast in styles. Mr Lott, the 
self-made son of a shipyard worker, is a 
quick-talking, vigorous right-winger. He is 
way ahead in the opinion polls. Mr Dowdy, 
a drawling, country-lawyer populist, whose 
father owns a network of radio stations, is 
confident that he is the tortoise to Mr Lott’s 

e. | 

Mr Lott has much more money to 
spend, a wide-awake campaign and a net- 
work of white support. For the past few 
months he has monopolised the television 
screens, claiming credit for all the good 
things that have come to Mississippi (even 
the Mississippi river, groans the cartoonist 
from Jackson's Clarion-Ledger). He swatted 
Mr Dowdy’s attempt to attack him for being 
driven around by someone who earned 
$50,000 of the taxpayers money, much 
more than most Mississippians: the driver, a 
black Capitol Hill policeman on protection 
duty, growled back from Mr Lott's commer- 
cials: "Mr Dowdy, I’m nobody's chauffeur. 
Got it?". Game and set to Mr Lott. 

But not the match, says Mr Dowdy, who 
is advertising hard during the last three 
weeks of the campaign. His commercials will 
dwell on what he believes to be his main 
weapon, a strong endorsement from Mr 
Stennis. His reserve weapon is an endorse- 
ment from Florida's Representative Claude 
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from Georgia 1 to di in on some E à 
state's military installations. 

Mr Dowdy points next-door to Louisi- 
ana and to Georgia where, in the 1986 Sen- 
ate races, Mr John Breaux and Mr Wyche 
Fowler came from behind to capture their 
Senate seats. They could not have won with- 
out black votes, as Mr Dowdy well knows. 
Some 30% of voting-age Mississippians are 
black and those who turn out to vote will 
support Mr Dowdy: Mr Lott’s voting record 
on civil rights does not please blacks. Mr 
Dowdy will be helped a bit by joint appear- 
ances with Mr Mike Espy, the first black 
congressman since Reconstruction to win in 
Mississippi. But, to win, he still needs to get 
about a third ofthe white vote. 

In Mississippi, still under a racist 
shadow, that will not be easy for Mr Dowdy. 


He does best in rural districts, badly in the. 


towns on the Gulf coast, Mr Lott's home 
base. Mr Dowdy is not a man to exert him- 
self unnecessarily. At a joint appearance of 
the two candidates, before a businessmen's 
convention in Biloxi, Mr Lott was jokey, 
bursting with energy. Mr Dowdy, who had 
been up shaking hands with shipyard work- 
ers arriving for the 5.30am shift, yawned his 
way through the debate, complaining 





. Lott on a Republican White House 


grumpily of cold feet. 

Mr Lott looks for help from the presi- 
dential campaign. Mr Dowdy dodges all 
thought of it. Mississippians voted, nar- 
rowly, for Mr Jimmy Carter in 1976. Before 
that, their votes had tended to go to Repub- 
licans, George Wallace, Dixiecrats—any 
presidential candidate other than a liberal 
Democrat. Ask Mr Dowdy what Mississippi 
really needs and his answer is only indirectly 
connected with the gifts—jobs, defence con- 
tracts, farm protection—that he and Mr 
Lott promise to come bearing. À couple of 
generations of decent education, he says. 
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“It's unAmerican - 


in. three states—Arizona, 





BOSTON 


ALMOST two-thirds of Americans be- 
lieve that English is already their coun- 
try's official language, firmly embedded ir 
the constitution. It is not. But voters 
Florida and — 
Colorado—will get a chance next month to | 
make English the language of official dis . 
course in those states. Already 14 states - 
have official-English laws, including Califor- 
nia, which is 19% Hispanic. H 
Leading the campaign to have English 
made the national language is US English, . 
which has gathered some 350,000 members _ 
in its five years’ existence and has annual 
contributions of $7.5m. Us English dreams 
of an amendment to the constitution, but 
has settled for declarations of principle wri 
ten into law at the state level. It hopes 
prevent states from conducting public bu 
ness in foreign tongues and to press lo 
school systems to abandon bilingual cla: 
rooms, substituting methods of instructio 
that teach English faster. Bilingual ballots, 
believes, should also go—at present ti 
Voting Rights Act makes them mandatoi 
where foreign-speaking people are conce 
trated. | 
For 200 years the national language h 
survived. without special protection in 
constitution. Except during the first world 
war, the government never put pressure or 
immigrants to speak English or drop their 
customs. Yet officialdom remained commit- 
ted to English as the language of public lif 
That is what has changed, according to Us 
English. It argues that government now 
works not for but against national linguistic 
unity. "The government—federal, state and 
local-—has joined the ethnic preservation 
movement in a big way," says Mrs Linda 
Chavez, the group's president. 

US English frequently raises the spectre | 
of separatism and strife, citing Canada, Bel 
gium and Sri Lanka as examples to avoid. It. 
is hard to argue that linguistic separatism is 
really a threat to America, which is at once. 
one of the most ethnically heterogeneous: 
and linguistically homogeneous nations in. - 
the world. Besides, there is little evidence __ 
that Spanish speakers cling to their language — 
any more fervently than did previous groups. 
of immigrants. According to a study by the 
Rand Corporation, 95% of Mexican-born » 
Mexican-Americans speak English. The ma- 
jority of second-generation Mexican-Ameri- 
cans speak only English. 

True, those who have trouble learning 
English have found life easier than in the 
past: at school, in the courts and in the vot- 
ing booth. Mr Michael Dukakis and Mr. 
Lloyd Bensten even make parts of their. 
speeches in Spanish. But the high-water 
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The more languages the merrier, so long as one of them is English 


mark of ethnic activism seems to have 
passed. In all three states that will vote this 
year, the polls show a majority in favour of 
making English official. 

Many Hispanics are offended. "Official 
English is official racism", read the banners 
at political rallies. The mayor of Denver, 
himself a Hispanic, says the message Hispan- 
ics get from official-English measures is that 
their culture is inferior. Besides, the mea- 
sures may not change much in practice. In 
California, where the official-English mea- 
sure passed by a margin of three to one in 
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1986, activists have stopped the state legisla- 
ture from doing anything to enforce the pro- 
vision. Local school districts set their own 
rules in both Los Angeles and San Fran- 
cisco, where the bilingual lobby has kept bi- 
lingual education in place. 

Bilingual education may not work. Bilin- 
gual ballots may be a waste of public money. 
And both may deliver the message that 
America lacks a common culture. But it 
makes more sense to reform education and 
ballots directly than to tamper with the 
constitution. 





Seattle 


The wet and unwild west 


SEATTLE 


Many American towns welcome newcomers as fast as they wave them 
g ye, In one of a series on America’s larger small cities, we look at Seat- 
tle, which is slow to open its doors to new residents and slow to let its old 


ones depart 


t The police chief came to Seattle 
ZX on a visit from New York ten 
-— years ago. Still on eastern time, 
~ he gazed out of his hotel window 
: am. at a scene of 4am desolation: 
wet, deserted streets, not a moving thing in 
sight. Then he noticed a man standing un- 
der his umbrella at a pedestrian crossing, 
scrupulously waiting for the light to change. 
This, said the man from New York, is the 
city I want to police. 

“Thank God for the drizzle,” say Seat- 
tle’s residents, who prefer to keep their town 
to themselves. Squeezed like an hour-glass 
between an inland sea and a mountain lake, 
Seattle is an up-and-down city of green 
neighbourhoods and a compact centre. 
Built on a half-drowned mountain, it clings 
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to steep hills that offer sudden, shining, vis- 
tas—low cloud permitting. lt used some- 
times to be described as a dull San Fran- 
cisco. Nowadays even some Californians, 
drifting north, see its advantages. 

The city’s strength is that it is a lovely 
place to live in if you like to sail on lake or 
sea, ski or climb in the Cascades, watch 
skeins of geese sweep the sky. It has the more 
ordinary urban offerings too: major-league 
sports, a fine university, good restaurants 
and shops and a sturdy sense of its 135 or so 
years of history. Sir Thomas Beecham rudely 
wrote it off as a cultural dustbin in the 
1930s, but that has changed. Seattle is 
richer in theatre and in music than most cit- 
ies of its size (just under 500,000 people). 
When a developer sold a massive Henry 


Moore bronze to Japan, he was shamed by 
local criticism into buying it back, for twice 
the price. 

Seattle, tucked away in the north-west- 
ern corner of the country, likes itself pretty 
well as it is. But, like other cities, it is caught 
between its need to grow and its zeal to stay 
the same. The economy, depending mainly 
on fish, logs and aerospace, used to tick over 
nicely. Then, at the beginning of the 1970s, 
the Boeing company hit a patch of violent 
turbulence and was forced to lay off two- 
thirds of its local employees. The unemploy- 
ment rate in Seattle shot up to the highest in 
the country. 

This shock, say old-timers, was the best 
thing that could have happened to the city. 
Some people left town. But many, in an un- 
American way, found it hard to imagine liv- 
ing anywhere else. Quite a few of the newly 
unemployed turned their brains to a quest 
for ways to stay, and many prospered. Ser- 
tle began to change into an outpost of ent 
preneurship and invention. Boeing recov- 
ered and diversified; fishing and logging are 
still part of the Seattle scene. But about a 
third of the city’s workers are now employed 
in service industries. 

The new bustle, plus new waves of immi- 
gration from Asia, made a town with a meat- 
and-potatoes reputation reasonably cosmo- 
politan. But it also began to threaten the 
townsfolk’s comfortable ways. Every Ameri- 
can city that is doing well is in a fuss about 
transport, and Seattle is no exception. 
Twenty years ago its citizens turned down 
the federal dollars that would have given it a 
light-rail system; they also opposed measures 
to widen the bridges that link the city with 
its suburbs across Lake Washington. The 
people of Seattle were inclined, as always, to 
keep outsiders out. And they were fond of 
their bus system (which, pleasingly, gives 
free rides in the centre of town). But now the 
city centre is being ripped apart by a cany 
that will eventually be a bus tunnel, and 
floating bridge across the lake is packed with 
commuters, going both ways (families move 
out to the suburbs but the high-tech firms in 
the outskirts employ the sort of bright 
young men and women who prefer to live 
inside the city). 

Seattle’s neighbourhoods are varied. 
They include yuppie Queen Anne, gay Cap- 
itol Hill, Scandinavian Ballard (where the 
canal linking Puget Sound with the lakes 
meets the huge locks that raise ships from 
salt to fresh water, and provide a fish-ladder 
for the salmon). West Seattle is blue-collar; 
the traditional colonies of Chinese and Japa- 
nese in the International quarter have been 
swollen by South-East Asian arrivals. But 
not all Seattle's districts welcome change. 
They cherish their cosy single-family frame 
houses and they will man the barricades 
against any attempt to impose high-density 
living: they do not want apartment blocks, 


whether they are for the old or the sick or 
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SOLVAY 


TeTe o) 7o] [07 0) 
a tradition 
for 125 years 


SOLVAY : a world industrial leader 


«one of the world's largest chemical companies 
« annual sales of more than $6 billion 
« 300 facilities in 32 countries around the world 


SOLVAY : 45,000 skilled, competent employees 


SOLVAY : a desire for progress 


¢ 3,300 employees involved in research through- 
out the world 


SOLVAY : a philosophy 


TO be among the best in the world in a limited 
number of fields selected on the basis of technical 
knowledge, production capability, and marketing 
expertise 


SOLVAY : 5 sectors of business activity 
e ALKALIS 


* PEROXYGENS 

* PLASTICS 

* PLASTICS PROCESSING 
* HEALTH 


Soivay & Cie 
$ Rue du Prince Albert 33 


- B- 1050 Brussels 
eR AM Tel.:02/516.61.11 


SOLVAY, THE CHEMISTRY OF TOMORROW 








Some people promise support. 
.. We support the promise. 





It is one of the most important moments in the life of your business. 
You are about to commit to an information system. 

In return, you have the right to ask, “What kind of commitment is 
the company that makes the system going to make to my business?” 











— —— - 


At IBM, developing information systems is just a part of our job. 
It's our service, support and education that sets us apart. 

Our 4,200 Asia-Pacific customer service representatives are at the heart 
of the industry's largest and most automated service network. They're 
organized to respond quickly, and in some cases on-line diagnostics can 
help them solve a problem by remote control. 

Education is part of our commitment, too. In Asia-Pacific, IBM 
customer service representatives receive over 360,000 hours of training every 
year. But equally important is that our customers understand how their 
system can make their businesses run better. That's why we have strategic 
industry centers throughout Asia-Pacific and customer courses, ranging 
from the basics of programming to high-level executive seminars. 

Last year Asia-Pacific customers spent a quarter of a million days in 
these programs. 

Service, support and education are just three of the ways we help 
you get results. You see, at IBM we feel that the moment your system is 
up and running is when our job really begins. 


RS We'rein the results business 
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COME THROUGH 
WITH FLYING COLORS 


The Olympic spirit of fair play, free com- 
petition and international cooperation has 
ever been our driving force, making us what 
we are today. A US$15 billion enterprise with 
over 80 offices spanning the globe working 
together with such firms as AT&T, Hitachi, 
Siemens, Helena Rubinstein and Caltex. 

Lucky-Goldstar leads the race toward 
"Harmony and Progress.” Because we believe 
close cooperation breeds mutual success. 

So, get in the game with the winners. 

Lucky-Goldstar. 


eChemistry and resources 
eConsumer and industrial electronics 
«Trade, finance and engineering 
ePublic services 








Lucky-Goldstar companies are making 
substantial contributions to the 1988 Seoul 
Olympics, serving as sponsor and supplier, as 
well as providing the sophisticated electronic 
network system responsible for bringing 
the wotld up-to-the-minute information 
on the Gamcs. 
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The Boeing 767 is opening a world 
of new routes and business oppor- 
tunities. 


It has the lowest operating costs per 
trip of any jetliner with comparable 
range, including those still under 
development. And it has the range to 
link Asia with Europe and North 
America. 





The 76/7 turns 
the great circle into 
solid gold. 


This unique low-cosulong-range com- also opening new routes to London. 
bination enables airlines to increase The Boeing 767. Range capabilities 
the frequency of existing interconti- surpassed only by the Boeing 747. 
nental services — and to open new Operating costs lower than any com- 
long-range services w hich would not petitor. For airlines around the world, 
be viable with anv other airplane. it represents a golden opportunity. 


The 767 is already providing daily ser- 
vice between North American cities 


and Paris, Manchester and Zurich. It's BO EINE 





AMERICAN SURVEY 


—————— a T D MR 


the poor. Mr Charles Royer, a clever televi- 
sion commentator, became Seattle's mayor 
in 1977 as champion of the neighbour- 
hoods. He is still mayor, breaking records, 
but his critics now attack him as a traitor to 
the cause because he has urged a scattering 
of neighbourhood high-rises. 

Seattle looks good. Its isthmus shape 
and odd topography checked the suburban 
sprawl and central blight that afflict many 
American cities. The roller-coaster streets 
running through the centre are a trudge, but 
fun; many of the older downtown buildings 
are handsome, and the latest ‘skyscraper is 
imaginative. The shops are bang in the cen- 
tre, not stuck away in suburban malls. Pres- 
ervationists saved robust Pioneer Square, 
rebuilt after fire destroyed the city in 1889, 
from the horrors of urban renewal; the fish 
and vegetable stalls on Pine Street Market 
rescue it from tourist tawdriness. 

Yet Seattle could look even better. New 

ads and old railways cut through the 
town. Seattle Centre, with its landmark 
Space Needle, built for the 1962 World's 
Fair, is still used—for culture, fun or just 
somewhere to go—but it is inelegant and a 
bit haphazard. Disney's people have been 
asked for their advice. When the harbour 
operations moved to the southern part of 
the city, to make one of the largest and most 
efficient deep-water container ports in the 
country, they left a derelict jumble of rickety 
piers and seedy warehouses. 

The waterfront needs dressing up, and 
drawing into the city. The mayor's plan, to 
be voted on as a bond-issue in November, is 
to do up an old aquarium on the waterfront, 
making it the centre of harbour develop- 
ment. His plan has support. But local grum- 
blers are saying that Mr Rover, who is work- 
ing hard for Governor Michael Dukakis, 
may be growing a bit bored with Seattle's 
little local difficulties. | 
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The clouds keep invaders away 
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Seattle gave the term skid row to the 
world, though it was logs, not careers, that 
skidded down the long hill from the top of 
the town to the mill on the waterfront. Wan- 
derers set up their tents at the side of the 
open pathway, and the unofficial name of 
the street (actually Skid Road) entered the 
language. Vagrants and winos still hang 
around the mission houses and bars at the 
bottom of the street: the town is kindly with 
its shelters and food handouts, yet it was the 
first American city to outlaw begging. Al- 
though it is spared the dreadful ghettos that 
shame many big cities, Seattle has a large 
number of homeless. And for all its natural 
beauty, a disproportionate number of its res- 
idents kill themselves. The grev skies, which 
protect the citadel from invaders, are some- 
times held to blame for the suicides. 





Doctors' pay 


A matter of 
tradition 


MERICANS grouch about the fees doc- 
tors charge, but can do little or nothing 
about them since most doctors are paid by 
insurance companies, through pre-paid 
schemes or by the federal government. In 
1985 Congress put pressure on the Depart- 
ment of Health and Human Services to find 
out how doctors' fees are set and whether 
they should be changed. The department, 
which finances the Medicare health scheme 
for elderly Americans, did not expect to re- 
duce the huge sum (about $25 billion this 
year) paid out in Medicare fees to doctors, 
but it hoped to slow down its growth, which 
for the past six years has been 1396 a year, 
faster than that of any other part of the 
programme. 

The study, which has just appeared, was 
turned over to the Harvard School of Public 
Health. Harvard's Dr William Hsiao and his 
team took into account several variables: the 
time a procedure took, the stress involved, 
the technical skills and judgment required as 
well as the cost of the doctor's training and 
of office maintenance. They evaluated hun- 
dreds of procedures, allotting each a place 
on a scale of “resource-based relative val- 
ues" (RBRVS). 

The team concluded that under the pre- 
vailing system of charging "traditional and 
historical" fees, some doctors, mostly sur- 
geons and those who carry out profitable di- 
agnostic tests, were overcharging Medicare 
by many times as much as could be justified. 
For example, a three-graft coronary opera- 
tion was found to require about 30 times the 
resources used during a visit to a doctor's 
office, but the typical charge to Medicare 
was 160 times as much. Dr Hsiao pointed 
out that this might be an incentive for some 


Relative values 


Estimated % change in doctors' Medicare revenues 

by specialty, if RBRV system* were brought in 
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doctors to perform unnecessary tests and 
operations. At the other end of the scale 
family doctors and internists (doctors who 
advise and examine patients but do not per- 
form big operations) were strikingly under- 
paid. According to the report, the average 
family doctor could receive 6096 or more 
from Medicare if the payment system re- 
flected the resources required to do his job. 
Thoracic surgeons, who may receive as 
much as $350,000 a year from Medicare, 
might see their incomes halved, while family 
doctors who earn $50,000 a vear could see 
their incomes rise by 5096 or more. Even so, 
they would probably never rise as high as 
surgeons’. 

Not surprisingly, the American College 
of Surgeons finds the study "flawed", while 
the American Society of Internal Medicine: 
applauds it. Rather grudgingly, the Medi- 
care administrator, Mr William Roper, says 
that he agrees with the conclusions but that 
to act on them would only reallocate pay- 
ments among doctors, and thus would do lit- 
tle to halt the rapid growth in Medicare's 
payments. Private insurers are less 
pessimistic. 

This is not the only incursion by the 
government into the doctors' self-contained 
world. The health department is setting up a 
national bank of data about doctors, den- 
tists, nurses and other health professionals 
who are found guilty by their fellows of mis- 
diagnosis, neglect and mistreatment of pa- 
tients. It has been a scandal that a doctor 
found delinquent in one state could often 
continue to practise by moving to another 
state where his record was not known to 
hospitals and medical societies. After 
next summer, when the data bank is due to 
be ready to answer the queries of hospitals 
and licensing boards, this should be far less 
easy. 

— Á—  —— — s ssl 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 





PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A 
ål, rue du Rhône - 1211 Geneva 3 - Switzerland 






































FROM OUR SPECIAL CORRESPONDENT IN ISRAEL — 


SAKE them one at a time, and Israelis are 


a fast-thinking lot, decisive to the point 


of impulsiveness. Collectively they are drift- 


ing towards Israel's election on November — 
st like a nation of Hamlets. This is not what. 


ost voters want, More than half of them 
tell pollsters they oppose the formation of 
another deadlocked “unity” government 
like the one they put into office in the previ- 
ous election in 1984. But another deadlock 
may be in the making. 

One reason for this has to do with that 
other great Levantine ditherer, the Palestine 
Liberation. Organisation’s Mr - Yasser 
Arafat. For three months hopeful Israelis 
have been waiting for Mr Arafat to say that 
he recognises Israel’s right to exist and is re- 
nouncing terrorism. That sort of Arafat, say 
leaders of Israel’s Labour party, would be 
welcome at any Arab-Israeli peace table: he 
could sit in the chair King Hussein vacated 


at the end of July by waiving Jordan’s claim 
to the West Bank. To date, however, no 


such Mr Arafat has emerged. A much-post- 
poned meeting of the PLO’s national council, 


which was to have produced such a declara- 


tion, has yet to take place. 


The latest rumour is that M Arafat ej 
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shaken. Israeli thinking n time to influenc 
the vote. As it is, Israelis will vote with their 
existing prejudices intact, This means; 
roughly, that half of them believe fercely = 
that Israel must shrink back towards its tiny -- 





men will convene at the earliest on October 
31st, on the eve of Israel's poll. Had they 
met earli 






borders of 21 years ago if it is to gain peace 
and prevent the Jewish state from being 
swamped by the: faster-breeding Arabs of 
the occupied territories. The other half, 
with equal passion, considers this policy tan- 
tamount to suicide, apostasy or heth. 


Madness by proportions - 

This is indeed a great division. But even di- 
vided societies can make choices: that is 
what. democracy is for. Israel's problem. is 
that it has invented a parliamentary system 
which takes the idea of proportional repre- 
séntation to masochistic extremes. Israelis 





will have 27 parties to choose from in No- 
vember. Most votes, it is true, will go to Mr. > 


Shimon Peres's Labour party or Mr Yitzhak 


Shamir's Likud; but neither party has ever ` 


received more than 3896 of the total. This 


alitions. To form a government Labour or 


chance of doing it. Most parties fall na 
rally into either the Labour or th 


- his partners in a Likud-led coalition : 
| ing the occupied lands) and most of the r 
Moledet and Tzomet, a new brace of hav 
ish pro-annexation parties led by fo 

| Likud coalition if they win any seats. 


E Shamir ‘come to governing? A poll: 
; lished.in the newspaper Hadashot on O 


 Tehiya, one each to Moledet and Tro 


- dox parties such as Shas and Agudat a 





: probably. go 
short of the 61 it needs for a majority. 


camp 56 votes as well: 44 for Labour itsel : 


formed religious party called Meimad whic 
would probably join a Labour coalition. - 


the ruthlessness with which Mr Yitzhak Ra 
bin, the (Labour) defence minister, has hi 


a Labour-led coalition: they are considere 





time, iie polls edia the big two 
40 or so seats each, well short of the l 
need for a majority in the 120-seat Knesse 

Israeli politics is therefore a game ofi 


Likud must either share power between. 
them, as they have since 1984, or find small- 
er allies willing to become junior partners in. 
a coalition. Building such coalitions is a 
breathtakingly complicated procedure, one 
that can last for weeks after the election. 
sults are in. Fill your lungs, and read on.’ 

The Israeli system treats the wh 
country as a single. constituency. Any; pa 
that collects 20,000 votes wins a seat in th 
Knesset, although only 15 or so stand m 


camp. Thus Mr Shamir knows already tl 


gious. parties, such as Shas, Agudat Isr: 
and the National Religious party (^ 


generals, can also be expected to jo 


- How close, on present evidence, can. 





ber [4th awards 38 seats to Likud, si 


five to the NRP and four to the ultra 


ier, and proclaimed ı the PLO’ s s prom- - Meir Kala 





























give a Likud to the Lik total of 56 seats, | s | 
The same poll awards Mr Peres's Labo r 


seven for the Citizens Rights Movemen: 
(CRM), two each for the Centre party and 
the. socialist Mapam, and two fora ne 


Stalemate? Not quite. Hadashot's pol 
predicts that two "non-Zionist" partie 
the communists of Hadash and the Progr 
sive List for Peace—will win six seats. 
tween them; and that another two could 
to the Arab Democrats, a new party form 
by a Labour Knesset member disgusted b 


dled the uprising in the occupied territo 

All three parties will owe their seats mai 
to Arab voters. Neither the Commu 
nor the Progressives would be invited 
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unclubbable. But they can be relied on to do 
_ their best to stop Likud getting in. 
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If Hadashot's poll is right, the election 
will produce a Knesset with 64 anti-Likud 


seats. Mr Peres could then argue that La- 
bour deserved first shot at assembling a gov- 


S : ernment. His aim would be to tempt back 


- 


party, which defected to the Likud side after 
Mr Menahem Begin's victory of 1977. The 
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into Labour’s camp the National Religious 


emergence of Meimad, a dovish party with 


impeccable religious credentials, has made 


the idea of a Labour-religious alliance look 


. more plausible—although it would take all 
Mr Peres's skill to make peace between the 
zealots of the NRP and his militantly secular 


allies in the CRM. 


Winged marauders 


began in Ethiopia three years ago has 
expanded into the world's worst locust 
plague for a quarter of a century, damag- 
ing crops throughout a swathe of north- 
ern Africa and posing a threat to 65 coun- 
tries as far afield as India and the West 
Indies. The United Nations Food and Ag- 
|| riculrure Organisation (FAO) expects it to 
| rage for at least two more years before be- 


| " 
E N OUTBREAK of desert locusts that 
| 
| 
| 
| 


This is the worst outbreak since the 


ing brought under control. 
| great l4-year infestation between 1949 


| and 1963, itself the worst on record. The 
|| new attack found Africa unprepared. In 
between plagues the locusts can fade away 
for years, thereby encouraging the mainly 


poor countries on which they prey to re- 


Africans had never seen a locust and 


Locusts: 


m 
area 
"a ! Pn à Ta d 
B. 
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lax their guard. In this case a generation of 





On paper this adds up to the possibility 
of a Labour victory. A possibility is all it is. 
Hadashot's poll is one of many. Most oth- 
ers, taken slightly earlier, give Labour a 
slenderer lead over Likud, with the coali- 
tions level-pegging. No poll can predict the 
performance of the smaller parties with con- 
fidence. By dividing the extreme-right vote, 
for example, Tzomet and Moledet could end 
up without a single seat between them. 
Meidad and the Centre party could end up 
with no seats either, instead of the four fore- 
cast by Hadashot. Moreover, the intentions 
of Israel's: 320,000 Arab voters are unclear. 
Ifa lot stay away, perhaps to show solidarity 
with fellow Palestinians in the occupied ter- 
ritories, Labour's hope of governing would 





many of the old experts had retired. Out 
of three organisations set up in Africa to 
control locusts during earlier plagues, 
only one still operates. 

Locusts are Dr Jekylls. In between 
plagues they become harmless grasshop- 
pers. Then, when conditions are right, 
they change their colour and size, and 
start to migrate in crop-destroying 
swarms. Three years ago the conditions 
for these changes were ideal. After years 
of drought heavy rains fell in Ethiopia, 
part of the desert locust's favourite breed- 
ing ground along the Red Sea. This pro- 
vided damp soil suitable for egg-laying, 
and shrubbery to feed the hatchlings. 

Attempts to confine the outbreak to 
Ethiopia were frustrated by that country's 
civil wars. Helped by unusually good 
rains, the locusts went north-west, and 





quickly slip away. — ^ > 
_ Mr Peres and Mr Shamir say they will 
not go for another government of “national 
unity”. The truth is that Labour strategists 
are already discussing in private which min- 
istries they would want in another Labour- 
Likud coalition. There is also talk among 
Likudniks of tempting Labour’s Mr Rabin 
to cross the floor to serve as defence minis- 
ter in a Likud-led government. At present 
the only certainty about November is that 
Israel's voters will again fail to give a decisive 
verdict on the fate of the occupied territo- 
ries. Perhaps they never will, until some 
non-lsraeli does something to change a lot 
of Israeli minds. Over to you, Mr Arafat? 








reached the Atlantic coast last winter. 
Some have now flown on to the Cape 
Verde Islands in the Atlantic, while other 
swarms have doubled back to the east. For 

a few hours in September they blotted out. | 
the sun over Khartoum; now they are | 
pouring into Saudi Arabia over a 400-mile 
front. The FAO has warned Kenya and 
Iraq that they risk invasion for the first 
time since the previous great plague. 

Wherever they go the pests are vora- 
cious eaters. During migration a desert lo- 
cust can consume the equivalent of its 
own weight every day. A single square 
kilometre of swarm (some swarms are 
hundreds of times bigger) contains about 
50m locusts. They can devour as much 
food in a day as a village of 500 people will 
eat in à year. 

The plague has done immense damage 
already. Although fears that it could wipe 
out virtually all the crops of countries 
such as Morocco and Tunisia have not 
been realised, the danger is not over. Most 
governments have been too busy protect- 
ing their crops to spend much time in 
halting the locusts’ migration, or attack- 
ing the remote places where they breed. In 
the arid Sahel, where a bumper harvest 
has followed a drought, the locusts have 
revived fears of another famine. | 

Destroying the locusts by attacking 
them while they are on the ground is a for- 
midable undertaking. Mr Tecwyn Jones, 
an expert with Britain's Overseas Devel- 
opment Administration, says that in early 
October 7m hectares of Africa were in- 
fested with infant locusts at the crawling 
stage. He reckons that killing them before 
they could fly and start to breed would 
have required a ten-day operation by a 
fleet of 700 aircraft dumping 700,000 li- 
tres of insecticide. The FAO feels that a dif- 
ferent insecticide would help, too. Diel- 


drin, the poison that was once the 


mainstay of locust control, has been : 


widely banned because it lingers in the 
soil. The FAO wants it brought back. 
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Peru 


FROM OUR SPECIAL CORRESPONDENT IN LIMA 


Three years later the cheering has stopped | 


EFORE and after his election in 1985 as 

president of Peru, Mr Alan Garcia 
aroused more affection and hope, especially 
among the poor, than any other politician 
in Latin America. Now, according to the 
opinion polls, almost two-thirds of Peruvi- 
ans between 14 and 17 years old wish they 
had been born sorhewhere else, Latin Amer- 
ica's heads of state will meet Mr Garcia at 
their annual summit meeting on October 
27th-29th without their old enthusiasm. A 
leader who at first looked too big for his 
country has proved much too small. 

All the news from Peru is bad. In early 
September Mr Garcia belatedly brought in a 
package to cope with the economic crisis. 
The crisis has grown worse since then. Prices 

yse by 11496 in September. December's 
, rices could be 1,000% higher than those a 
year earlier. Peruvians are not Argentines or 
Brazilians, accustomed to monetary mad- 
ness. So far they have been too stunned to 
protest much. Union leaders have called a 
series of strikes, including a general strike on 
October 13th. They have flopped, not for 
lack of outrage but because people cannot 
afford to lose a day's pay. 

Reserves of foreign exchange have fallen 
as fast as consumer prices have risen. Since 
1985 the country has been paying only a 
fraction of what it owes its foreign creditors, 
yet it has almost no disposable foreign cur- 
rency left. Spain, France and the Soviet 
Union have recently provided $350m in 
new import credits and the Andean Reserve 
Fund (a sort of regional IMF) may provide an- 
other $50m, but Peru needs much more. 

The new finance minister, Mr Abel Sali- 
nas, is working hard to get agreement on an 
economic programme to take to the World 
Bank in Washington, in the hope of un- 
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The shrinking of Alan Garcia 








leashing a series of agreements with other 
lenders. From the political right to the mod- 
erate left there is broad agreement that Peru 
must make its peace with the Bank and the 
International Monetary Fund. But Mr Gar- 
cia continues to pour scorn on the IMF, and 
is barely polite about the Bank. 

When he first won power, the president 
delighted most Latins by raising two fingers 
to the big boys of world finance. Now that 
he needs international help he is increas- 
ingly isolated at home and abroad. Lima is 
rife with rumours that he wants to quit, or 
may be forced to. Opinion polls put his ap- 
proval rating three years ago at 9696. It has 
now dropped to 1696. 

The party he used to dominate, the Pop- 
ular American Revolutionary Alliance 
(APRA), is easing the president's favourites 
out of their jobs: a senior economic adviser 
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went first, then the agriculture minister. 
Now Mr Garcia's minister for fishing is un- 
der challenge. More of the president's men 
are expected to lose their jobs in mid-De- | 
cember, when the party congress is due to 
re-elect its leaders. 0-28 
The opposition parties remain 
mented. The three main groups on 1 
right, including the party of former Presi- - 
dent Fernando Belaunde and a new group - 
led by che writer Mr Mario Vargas Llosa, are - 
finding it hard to agree on a presidential. | 
candidate. On the relatively moderate left — 
Mr Alfonso Barrantes may be Peru's most 
popular politician but his disunited party - 
has been arguing vigorously with itself about — 
whether violence is justified in politics. | 
At 39 Mr Garcia is too young to accept 
that he is burnt out, but he is moody: after 
announcing September's unpopular eco — 
nomic package he dropped out of sight for 
weeks. So eerie was the president's silence — 
that some imagined—improbably—that he - 
was contemplating a coup in favour of him- _ 
self. Certainly the army itself does not seem — 
keen on making one. When in power from — 
1968 to 1980 it found governing heavy go- 
ing, and the economy is worse now. There is _ 
no obvious Pinochet on the scene (but no- — 
body paid much attention to General Pino- _ 
chet before his 1973 coup in Chile). a 
One thing that could hasten a coup isan — 
increase in guerrilla activity. Peru's powerful | 
Maoist guerrilla movement, Sendero — 
Luminoso (Shining Path), is thought to - 
have 10,000-12,000 supporters, about half 
of them active in military operations. After 
eight years of terror in the countryside they 
are shifting their attention to the towns. 
Their reputed second-in-command, Mr Os- 
man Morote, has been captured, and their — 
leader and chief ideologue, Mr Abimael | 
Guzman, may be dead. Yet in September 
the Sendero began a new cycle of violence. - 
Terrorism gains strength from the poli- 
ticians’ failures, and so does the army. Of - 
Peru's 181 provinces, 36 are classed as emer- 
gency zones, and another may join the list — 
soon. Access there for the Red Cross and- 
journalists is restricted. In recent encounters _ 
the army claims to have killed 30-40 guerril- 
las for each dead soldier, which suggests in- 
discriminate shooting. People are said to be 
“disappearing” in hundreds. 3 
Still, Peru is not Colombia. Violence 
less ingrained, drug traffickers less powerful. 
Peruvians are resilient people, plodding 
steadily despite their poverty towards the - 
polls in 1990. Their puzzling president may - 
prove resilient too. Although he cannot | 
stand for election again, he remains a force | 
for intelligence in public life. A deft move 
towards the World Bank could meet the - 
concerns of the centre of his party, and re- 
establish his control. That might not win — 
APRA the 1990 election. It would at least ree 
move the feeling that nobody governs Peru. — 
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Kurds 
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still no end to their misery 


FROM A SPECIAL CORRESPONDENT IN KURDISTAN 


RAQ’S wretched Kurds are on the move 

again. In recent weeks busloads of Kurds 
who had sought refuge inside Turkey have 
been moved over the hills of Turkish Kurdi- 
stan and into Iran. This operation, variously 
described as "dumping" or “smuggling”, 
may not have had the unqualified assent of 
the refugees themselves. Turkish officials in- 
sist that the Kurds wanted to join families in 
Iran; Kurdish leaders say that 30,000 Kurds 
have been sent across the border against 
their will. 

Either way, the Turks do not seem to 
have got complete clearance from the Ira- 
nian government. On October 14th Iran 
said it would take no more. A convoy of 
2,000 Kurds was turned back at the Iranian 
border. The next day, however, Iran re- 
versed itself, saying that it would be willing 
to take as many as 100,000. At present there 
are only about 40,000 Iraqi Kurds in camps 
in Turkey, but more could be on the way: on 
October 1 1th, Iraqi aircraft started bombing 
Kurdish villages around Kirkuk again. 
Around 60 people were killed. The Kurds 
say chemical weapons were used. 

The Kurdish refugees in Turkey view 
their plight with a mixture of fortitude and 
fatalism. For the moment, their morale and 
unity are sustained by sheer hatred of the 





Iraqis, but they are confused about what to 
do and where to go next. Those decisions 
will most likely be taken by leaders of the 
Peshmerga guerrillas, fearsome musketeers 
who run the refugee camps in an uneasy 
partnership with the watchful Turkish gen- 
darmerie. The Peshmerga listen in avidly to 
the radio station, still operating clandes- 
tinely inside Iraq, that carries the broadcasts 
of Mr Masoud Barzani, leader of the under- 
ground Kurdish Democratic party. 

The refugees in Turkey are concen- 
trated in four tented camps: at Diyarbakir, 
Mardin, Silopi, and Yuksekova. Relief off- 
cials say the first three are fine, the fourth 
not too good. None is the epidemic-ridden 
graveyard depicted in some accounts. The 
food may not be delectable, but mountains 
of unused bread piled on the pathways do 
not suggest starvation. 

Iraq's continuing refusal to admit to 
having used chemical gas against the Kurds 
is meanwhile looking increasingly absurd. 
An independent group of American doc- 
tors, Physicians for Human Rights, having 
examined wounds and interviewed 100 peo- 
ple in the refugee camps, said on October 
16th that it had found overwhelming evi- 
dence of chemical attacks. 

When the American State Department 
reached the same conclusion more than a 
month ago, the Senate promptly voted to 
impose economic sanctions on Iraq. These 
sanctions, if they are signed into law, will at 
first merely stiffen existing restrictions on 
the export of military and high-technology 
equipment. But the bill promises tougher 
measures, including the refusal of credits 
and the banning of imports, if Iraq does not 
forswear the use of chemical weapons by the 
end of the year. Iraq may yet find that 
Kurdicide is expensive. 
E a eS 





Colombia 
Peace plan shot 
to bits 


HE latest plan to end Colombia's guer- 

rilla war, announced on September Ist, 
is failing as its predecessor did. The army has 
again begun to try to crush the guerrillas, 
with no noticeable success; but there may 
now be no alternative to fighting. 

President Virgilio Barco had invited the 
guerrillas’ leaders to tell congressional com- 
mittees how they wanted to reform the 
country. They were promised safety if they 
ended their military campaign. Mr Barco's 
predecessor, Mr Belisario Betancur, had in- 
vited individual guerrillas to come down 
from the hills and give up their arms, with- 
out commitments by entire groups. Pres:- 
dent Barco has had a dusty answer. 

One of the best-known leaders of the 
Colombian Revolutionary Armed Forces 
(FARC), Mr Manuel Marulanda, denounced 
the proposal in a television interview as "the 
same as asking us to surrender" and re- 
minded viewers that "the aim of every guer- 
rilla is the conquest of power". His words 
have been confirmed by the guerrillas' 
actions. 

On September 23rd a joint force of the 
FARC and the National Liberation Army 
(ELN) attacked the town of Saiza, killing 11 
soldiers, two policemen and 11 civilians. On 
October 5th another joint FARC-ELN force 
kidnapped 18 policemen in the small town 
of San Pablo. On October 2nd a FARC force 
killed 12 soldiers and four civilians in 
Caqueta province. On October 7th an ELN 
unit blew up one of the country's main fuel 
pipelines; guerrillas have carried out more 
than 100 attacks on state-owned pipelines 
this year. The pro-Cuban M-19 guerrillas ai 
talking to the government and have stoppe 
fighting; but they signed and broke the pre- 
vious ceasefire agreement too. 

President Barco says his offer stands. 
The government is persisting with its rural 
public-works programme and with its idea of 
local "dialogues" (which exclude the guerril- 
las) about ways of ending the fighting. The 
fighting goes on. While it does, Colombia's 
cocaine kings operate with relative freedom, 
because nobody is strong enough to chal- 
lenge them. Some of the traffickers pay the 
guerrillas to protect them from the army. 
For as long as its cocaine traffickers and 
guerrillas stay untamed, Colombia will con- 
tinue on its downhill plunge. 


[n an article on October 8th on Canada's forthcom- 
ing election we said that Mr Howard Pawley was a 


former premier of Saskatchewan. In fact he is the 


former premier of Manitoba. Sorry. | 
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The art of getting unknotted 


LOWLY but fairly surely the West is 

catching up with Mr Mikhail 
Gorbachev in the matter of how to cut non- 
nuclear forces in Europe. NATO's attempts 
to sort out its opening position for a new set 
of talks were at first painfully plodding. Busy 
behind-the-scenes diplomacy among the al- 


lies in recent weeks has pushed things for- 


ward. The rough shape of the talks ahead i is 
now clear. 

Non-nuclear forces are the idis of 
all areas of arms control. Even when the 


talks get under way, it will take a formidable - 


effort to disentangle the details of a deal, in- 
cluding checks against cheating which will 


have to be more intrusive than anything. 
Russia has ever contemplated before. The 
previous talks on non-nuclear forces (cover- 


ing only the countries immediately - 

ound the central European front) 
wave gone on for 15 years without 
anything to show for it. The new talks 
will cover all of Europe, from the At- 
lantic to the Urals. Diplomats from 
33 European countries, the United 
States and Canada are beavering 
away in Vienna in an effort to get 
them going early in the new year. 
They should manage it, but one main 
hurdle remains. 

This is to finish the remaining 
business of the current session of the 
J5-country Conference on Security ` 
and Co-operation in Europe, which is 
* to provide the "mandate", or terms 
of reference, for the new arms-control - 
talks among the 23 countries of NATO 
and the Warsaw pact. This round of 
the European security conference has 
been in session in Vienna since No- | | 
vember 1986 trying to produce, - 
among other things, a document deal- | 
ing with numan Bn Early on the 1 








NATO countries decided that they would not 


agree to a mandate for the Atlantic-to-Urals 


arms-cutting talks until various human- 
rights issues were settled. 
— After long delays, caused mainly by Ro- 


| mania, most of the main issues seem to have 


been resolved. The disagreements have now 
descended to the level of arguing about a se- 


ries of three human-rights meetings sched- 


uled to start next year. The Russians want to 


have the first one in Moscow; the West is 
demanding assurances about the agenda be- 


fore signing up. 
. While this has been going on in Vienna, 
a high-level task-force of officials from NATO 


countries has been trying to hammer out the 


opening western arms-cut proposal. It has 
nearly succeeded. The emerging position is 


_pact’s. This is not surprising, since 


` The devil will, as usual, be in the details. 


sonnel-carrier equipped with a 


. limits proposed will probably be not mui 
below the numbers NATO now has. ' 

-= Warsaw pact has many more of all of t 
‘things than NATO does (see map), so 
would have to make much bigger cuts. " 
in itself does not appear to be a probler 
Soviet officials have repeatedly indicat 
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close to what little is known of the Wars 


Gorbachev had made several concessions: to 
bring the two sides within talking distance 


The general western approach will 
try to restrict equipment instead of 
power—particularly equipment needed f. 
offensive operations—because men. 
more easily slipped back than machines 
the western allies will start by suggesting li 
its on tanks, artillery and "infantry fightin 
vehicles" (a version of the old armoure 


machinegun or a small cannon). The preci 


they are willing to make big asymme 
cuts in order to bring the two sides' tar 
and artillery forces to equal levels. : 
But Mr Gorbachev may demand 
equal levels. This would require 
cuts in NATO forces and cause a pro 
lem. The United States, France 
Britain prefer the: western side to be 
left with about the same number of 
these things as. it has now. West Ger- 
many believes the allies can afford to 
be a little bolder in its cuts. The We 
will- probably compromise on a pro- 
posal to cut to equal levels at 5% be- 
. low NATO's present figures. Most mil- 
itary men believe that deeper cuts 
-othan this would requite.a new NATO 
“strategy: it would no longer be possi- 

< ble. to maintain the. "forward 
-No fence" of the central front, whic 
2 (ironically). was adopted in the fir 
place to assure the Germans th; 
Te chunks of their country would. nott 
if ificed in the first hours ofa 














































































‘they will want entire tank or art le 
units to be. removed, not merel r 



















EUROPE 
- thinning out of equipment in existing units. 

want the two sides to exchange de- 
tailed information on their forces at the be- 
. ginning of the talks—something the Rus- 


è 


P sians have already agreed to in principle. 
— And the West is determined to exclude nu- 
- clear weapons (though it will clearly have to 
talk about things, at least artillery pieces, 












— that can launch such weapons). 


It would also like to keep all aircraft out 


of the talks. However, the Russians. have 
made it clear that they feel threatened by 


" «^ r “hen” 
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- what they see as a big western superiority in 


attack aircraft, and will insist that NATO 
make bigger cuts in these if their side is to 
make bigger cuts in tanks and artillery. The 
West will almost certainly have to give way 
and agree to talk about aircraft—including 
those that can carry nuclear as well as non- 
nuclear weapons. 

The Soviet position until a few weeks 
ago was that only "offensive" aircraft (those 
that can carry bombs) should be included in 
the talks; the Russians have always main- 


Anything you can do 


FROM OUR SPECIAL CORRESPONDENT IN BOBLINGEN 


HAT joint French-German army bri- 

gade has set people thinking. A 
scheme is now being discussed by senior 
NATO commanders for a much more pow- 
erful joint formation: a mainly British and 
West German airmobile division under 
the commander of the alliance's Northern 
Army Group, who runs the northern half 
of the central European front. It would sit 
behind the front line, a striking force that 
could leap to plug a gap or lead a counter- 
attack. 

The United States, Britain and West 
Germany have all tinkered with airmobile 
units: an almost entirely helicopter-borne 
one is in service in America. The new 
NATO idea is a bit different. The proposed 
division would be composed of three bri- 
gades. One would consist of armed attack 
helicopters, the second of transport heli- 
copters that would carry commando 
troops and infantry units equipped with 
anti-tank weapons; but the third brigade 
would be an armoured one. The result 
would combine the firepower of tanks 


i B 
Hats-on in Böblingen 


50 


with the speed of helicopters. Britain and 
West Germany would provide most of the 
division's equipment and manpower, with 
the Dutch and Belgians contributing 
parts, or all, of their excellent commando 
units. 

But while this joint division is still 
merely an idea, the French-German bri- 
gade is already—if only just—a reality. It 
made a modest start this month when a 
French commander (who will give way to 
a German one after two years) and his 
staff set up shop in a barracks in 
Bóblingen, near Stuttgart. What is it for? 
The French and the Germans give differ- 
ent answers. 

The Germans, always needing reassur- 
ance and always worried that the French 
might fire their nuclear weapons instead 
of joining a conventional fight for Europe, 
saw it as a way of tying France more closely 
to. NATO's strategy of flexible response. 
France's President Mitterrand saw the 
joint brigade as a way of checking what 
many Frenchmen believe is a German 
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tained that the West has more such aircraft. 
But they wanted fighter aircraft, of which 
they admit to having more, excluded on the 
ground that these are purely "defensive". In 
the past few weeks the Russians seem to 
have softened. They now appear willing to 
include fighters as well. 

Until this week the most authoritative 
western public source for military numbers, 
"The Military Balance", published by the 
[International Institute for Strategic Studies, 
has shown the Warsaw pact with more at- 





drift towards neutralism. 

Last year he and West Germany's Mr 
Helmut Kohl ordered the brigade to be set 
up without specifying what it was to do; 
they left that to their military staffs. The 
military men have been in no hurry. So far 
only 55 men are in place. The first combat 
units, two West German battalions and a 
French one, are not due to report until 
October 1989. The main striking unit, a 
French armoured battalion, is not due un- 
til the autumn of 1990. The first field ex- 
ercise will probably wait until after that. | 
Few of the troops will have to move far. 
One of the German battalions was already 
in the Bóblingen barracks. 

The new brigade's task, it turns out, 
will be to assist in the defence of the “rear 
areas" of West Germany: those bits of 
land behind the front line not under the 
control of the main NATO forces. (One of 
the alliance's worries is that in the first 
days of a war the Russians might be able to 
put enough troops deep inside West Ger- 
many to do a lot of damage to airfields, 
supply dumps and the like.) This task is at 
present assigned to the West German Ter- 
ritorial Commands, which are made up of 
both regular and reserve units. 

These units are not committed to 
NATO, so the French could join forces 
with them without embarrassment to 
their own we're-not-NATO feelings and 
without making West Germany withdraw 
any troops from NATO. The two West 
German battalions for the joint brigade 
will come from the 55th Territorial Bri- 
gade, which will be disbanded when the 
transfer takes place next year. 

However, under the present agree- 
ment the wartime job of the joint brigade 
would not finally be decided upon by the 
two governments until the shooting 
started. So it is technically possible that 
the West Germans, having put two of 
their best territorial-defence battalions 
into the joint brigade, could have trouble 
getting them into the rear-area fight. The 
French, for example, might think the bri- 
gade would be better employed helping to 
guard a flank of the French corps in West 
Germany. For the moment, nobody is 
looking at such dark possibilities. 
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tack aircraft than NATO. But in the latest 
edition, published this week, some small real 
changes plus a large revision of liss counting 
rules have produced figures that support the 
Soviet claim: NATO ahead in attack aircraft, 


2,865 to 2,330, 


The British compromise 


The West is still not united on the delicate 
problem of “zones”. It has all along been 
clear that an Atlantic-to-Urals limit would 
not by itself be good enough: some means 
must be found to ensure that forces are kept 
thinned out in the regions near the frontiers 
from which an attack would have to come. 
The simplest solution would have been to 
establish a sub-zone along the central front 
with sub-ceilings of its own. 

The French could not accept this, be- 
cause Atlantic-to-Urals limits smacked of 
block-to-block negotiations, and France 
maintains, for fear of eroding its semi-de- 

ched status in NATO, that these are merely 
talks among 23 individual countries. So the 
western side is now considering a compro- 
mise put forward by Britain. This suggests a 
system of three zones: a northern one con- 
sisting of Norway and a chunk of Soviet ter- 
ritory opposite it; a southern one taking in 
Greece, Turkey and the Warsaw-pact terri- 
tory opposite those countries; and a central 
region including just about all the rest of the 
two blocks from the Atlantic to the Urals. 

Within each zone there would be a com- 
mon ceiling on the eastern and western 
sides, and in the central region the equip- 
ment of foreign troops could not exceed 
20% of the total. The idea is to ensure that 
most of the Russian forces are chased out of 
East Germany while allowing most of the 
American and British forces to stay in West 
Germany. There is a further provision that 
no country could have more than about a 
third of the total equipment in the entire 
 tlantic-to-Urals area; this would prevent 
..i€ Russians from forcing most of the cuts 
on their allies. Something along the lines of 
the British scheme will probably be NATO's 
starting position. 





West Germany and Russia 


And so to 
MOSCOW 


FROM OUR BONN CORRESPONDENT 


WO of the politicians West Germans 

like most will be in Moscow next week. 
One is Mr Mikhail Gorbachev, the Soviet 
leader, the other Mr Hans-Dietrich 
Genscher, the foreign minister in Bonn and 
a Gorbachev fan. Also present and (West 
Germany's allies hope) making sure the 
party does not become too merry will be the 
unexcitable chancellor, Mr Helmut Kohl. 
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Genscher enthbuse, Kohl muses 


It is two years since Mr Kohl's notorious 
if fleeting comparison of Mr Gorbachev 
with Goebbels brought a Siberian freeze 
down on Bonn. The speed of the thaw since 
then owes most to Mr Genscher, whose en- 
thusiasm for the “Gorbachev revolution” 
easily exceeds that of most of his NATO col- 
leagues. This month Mr Genscher has been 
at it again. In a speech in Bologna on Octo- 
ber 3rd he raised a disapproving eyebrow at 
anybody who still saw Russia-as an enemy. 
The world faced atomic and environmental 
challenges which could not be met with 
"technocratic armament and counter-arma- 
ment philosophies.” 

That is the kind of message West Ger- 
mans, their land dotted with nuclear mis- 
siles, love to hear. No wonder Mr Genscher 
is easily their favourite German politician 
and Mr Gorbachev twice as popular as Ron- 
ald Reagan. An EMNID opinion poll has sug- 
gested that nearly 8096 of West Germans be- 
lieve Mr Gorbachev's reforms will succeed 
and that more people trust Russian than 
American “peace and disarmament” policy. 

That sets a tricky problem for Mr Kohl 
as well as for Mr Rupert Scholz, the party 
friend he chose as new defence minister, 
who will also be tagging along to Moscow. 
Both of them, as well as Mr Genscher, say 
there is "no immediate need" to decide on 
updating short-range nuclear weapons, 
which NATO has already agreed in principle 
to do. The difference is that, while Mr 
Genscher seems (a word often used in his 
connection) to believe that disarmament 
talks may make updating unnecessary, Mr 
Kohl and Mr Scholz think it will have to 
come eventually. The Gorbymania in West 
Germany suggests they will have a hard time 
putting their view across to the public. 

Mr Kohl's aides hope Mr Gorbachev 


will not be too pressing next week on the 





missiles issue. If he is, they claim, he will get 
short shrift, because when he is put on the 
spot the chancellor reacts by digging his 
heels in deeply. That could spoil the atmo- 
sphere of a visit which Mr Kohl, despite his 
scepticism, has been seeking by careful 
preparation to make a success. He will cer- 
tainly thank Mr Gorbachev for letting lots 
more Soviet citizens of German origin emi- 
grate to West Germany. He has also been 
striving to find out whether Mr Gorbachev 
and his family suffered during the Nazi inva- 
sion of Russia so that (this time) he has the 
right words ready. 

Quite a lot of business stands to get 
done during the four-day trip that begins on 
October 24th. Agreements on space re- 
search and environmental protection are 
ready for signing, and more than a score of 
business deals will be sealed between Soviet 
and West German partners. The biggest sin- 
gle agreement, a credit of DM3 billion ($1.7 
billion) arranged by a consortium led by the 
Deutsche Bank, will be sealed a second time 
in Moscow (for those who failed to notice 
when it was first signed in Frankfurt on Oc- 
tober 17th). The money is meant to finance 
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German deliveries to modernise Soviet con- 
sumer-goods industries. 

- However, old hands utter warnings 


- against loose talk of a "new era" in German- 
. Soviet trade. Most of the business deals now 






- being concluded (with the exception of a — 


— DMI billion one still under negotiation to 
— build a high-temperature reactor) are quite 
small. West German firms have founded 
more joint ventures (13) with the Russians 
than anybody else, but few of these are large. 
4 More important, cheaper oil since 1986 has 
. limited Russia's hard-currency revenue, 
_ hurting its trade with the West. While West 
.— German-Soviet trade picked up a bit in the 
— first half of this year after years of decline, it 
. is still smaller than West Germany's trade 
— with Denmark. Plenty of room for improve- 
1 ment, none for euphoria. 
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4 Yugoslavia 


Sloba 0, Stipe 1 


E- EEP in economic trouble and political 
ry turmoil, Yugoslavs were expecting 
drama at the emergency meeting of their 
- Communist party's Central Committee in 
— Belgrade this week. They got it. The meeting 
. türned into a showdown between Mr 
Slobodan Milosevic (*'Sloba" to his friends), 
| Serbia's controversial party boss, and Mr 
Stipe Suvar, this year's party president and 
Mr Milosevic's erstwhile party ally. The re- 

. sult was a clear victory for Mr Suvar. 
| The setback for the Milosevic camp, 
- which has been pushing for stronger Serb 
— influence in Yugoslavia, came at the end of 
. the sweeping personnel changes announced 
— on October 19th. Nearly a third of the mem- 
bers of the Central Committee will be 
. dropped. Five members of the party's top 
— body, the 23-member praesidium, have re- 
signed. Four of these had already an- 
nounced their intention to leave before the 
— secret vote of confidence on Wednesday to 
— which ten praesidium members submitted 
. themselves. Nine got the necessary two- 
thirds majority. One did not: Mr Dusan 
— Ckrebic, a Serb and Mr Milosevic's closest 
comrade, who immediately offered his res- 
~ ignation. This was the Central Committee's 
= way of delivering a sharp slap to Mr 

r Milosevic. 

- . . For all the drama, this week's purge is 
- pot as significant as its equivalent would be 
- jn other communist countries, for two rea- 
— sons. First, because the main party bodies 
— have far less power in Yugoslavia than in, 
say, the Soviet Union or Hungary; real 
power lies in the republics and provinces. 
Second, this Yugopurge was not sprung 
. upon an off-guard party (as Mr Gorbachev 
seems to have sprung his recent shakeup of 
top party jobs) but arranged in advance in 
smoke-filled rooms in the Central Commit- 


] 





== X 
P " 


T i e id dinde 2 5 





Milosevic meets his match 


tee building in New Belgrade. 

Each republican and provincial leader- 
ship offered a list of party dead wood. They 
also offered a few sacrificial heads to Mr 
Milosevic and his supporters. For months 
the Milosevic people had been clamouring 
for the punishment of certain party men 
who, they claim, had done nothing to help 
the allegedly persecuted Serbs in the mainly 
Albanian-populated province of Kosovo. 
Mr Milosevic now has control of the prov- 
ince of Vojvodina, which fell to him before 
this week's Central Committee meeting. But 
Kosovo is still holding out, largely thanks to 
the backing given to the local anti-Milosevic 
forces—these include some Serbs too—by 
the non-Serb parts of Yugoslavia. 

Mr Suvar says, a touch disingenuously, 
that the party was not staging a football 
match with winners and losers. Yet that was 
exactly how most Yugoslavs saw it. Losing 
one match does not mean that Mr Milosevic 
has given up hope of winning the champion- 
ship. His supporters immediately set about 
planning new mass rallies in Kosovo and 
Belgrade. The Milosevic season is far from 
over. 





Portugal 


Obrigado, 
Brussels 


FROM OUR LISBON CORRESPONDENT 


RS THATCHER'S speech in Bruges 

last month, in which she warned the 
European Community against pushing for 
centralised government, would translate 
awkwardly into Portuguese. While the Brit- 
ish prime minister was denouncing the sup- 
posedly centralising bureaucrats in Brussels, 
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people in Portugal were praising the EEC as a 
force pulling their country happily towards 
the right and away from over-strong govern- 
ment. Surely some mistake? 

No. Portugal is still stuck with a Marxist 
constitution imposed after the 1974 revolu- 
tion. The constitution allows private enter- 
prise only so long as it is an "instrument of 
collective progress". Nationalisations are 
declared irreversible because they are "con- 
quests of the working class". One clause 
calls for "collectivisation of the principal 
means of production, land and natural re- 
sources, democratic planning of the econ- 
omy and democratic intervention by the 
workers." Although this may be what Mrs 
Thatcher in her worst nightmares thinks Mr 
Jacques Delors, the president of the Euro- 
pean Commission, is planning for the EEC, 
the Portuguese think it is just what Brussels 
wants them to get rid of to compete in the 
single European market in 1992. 

For years Portuguese businessmen an 
governments have grumbled at the constitu- 
tion. The huge public sector created by the 
1975 nationalisations of industry, com- 
merce and finance created budget deficits 
that peaked at 12% of apr in 1982 and, de- 
spite recent pruning, still reach 7.5% of GDP. 
The economy has been distorted by the sub- 
sidies resulting from revolutionary take- 
overs: petrochemical, shipbuilding and steel 
corporations overmanned and too large for 
a small place like Portugal. 

When Portugal joined the EEC in 1986 
and the plans for a single European market 
began to develop, it became clear that a new 
constitution was needed. To ensure the two- 
thirds parliamentary majority needed for 
constitutional change, the ruling Social 
Democrats of Mr Anibal Cavaco Silva and 
the main opposition party, the Socialists led 
by Mr Vitor Constancio, signed a pact on 
October 14th agreeing that “conquests of 
the working class” and other Marxist jargo 
will be erased from the constitution. 1. 
reversibility of nationalisation goes too. 
This will make it possible, for example, to 
hive off parts of deeply-indebted Quimigal, 
a chemicals group with accumulated losses 
of 91 billion escudos ($610m). 

A law will be drawn up regulating the 
privatisation of state-owned companies. 
Even without constitutional reform the gov- 
ernment has already begun partial 
privatisation of a state-run bank, Banco 
Totta e Acores, and a brewery, Unicer, 
which are due to sell 4996 of their capital in 
early 1989. Constitutional change will per- 
mit full reprivatisation. Proceeds will be 
used to reduce a public debt which now 
amounts to 80% of GDP. 

The Social Democrat-Socialist pact also 
allows the undoing of farm reforms that 
collectivised great stretches of land in the 
province of Alentejo in 1975. Private owner- 
ship can now be restored. And private con- 
sortia formed in the hope of getting a televi- 
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As you can see, things are looking good on quite a number of fronts. 
Of course; no-one can say for certain what will happen in the future. 


But with many observers confident the present climate will continue, 
outlook for stocks and shares is far from dull. 











tage of improved conditions wherever they may happen. 


Our Global Income Fund, for example, invests around the world on 
basis of how well particular markets are performing. 







provide both high income and capital growth. 
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To: Barclays Uni icorn international (Isle af Man) Limited. (The Managers) i Thomas Street, | 


Douglas, Isle of Man. Telex: 627153. Tel No: (0624) 23252. 


I/ We. apply to invest: MUS $ Lin accumulation* /intóme units* in Barclays Global Income Fund, 


£/US.$ . in accumulation" /income units® in Barclays International Equity Fund (minimum £1,000/ 
US. $1, 500) and énclose my/our remittance for this amount. 


All payments should be in sterling or dollars. Payments from non UK bank accounts should be made by 
Cbanker's draft. * Delete. as appropriate or acc umulation units will be Issued. 


Income on accumulation units is automatically reinvested and is reflected in the price of shares on 
1/We understand that this amount will be invested in 
af this application. 


As at 4 October 1988 the respective offer prices for sterling income and accumulation units in Global 
Income were 44.5p and 46. 4p and in International Equity were 124. 8p and 128. 3p. 


l We declare that I am/we are over eighteen years of age: For joint applications all must Sign: 





units at the offer price ruling on the date of receipt 


Signed LLL 


Full Name(s) 








Address £/22/10/HY 
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-An initial charge of 5 db is made which is included in thé offer price of the 

waits. The: annual chargé of 1% (pius VAT) of the net asset value of the Trust 

is deducted. weekly drom income. You can sell back units on any dealing day at. EET 
fess than the realisation ffe calculated i in terms af the Frust Deed. 





its territories or Poxsessions. 






nited States of America and d they are not available 










the 


nd if you intest with Barclays Unicorn International, you can take advan- 


the 


With its balance of company shares and fixed income securities, it aims to 
If you d rather forgo income to concentrate on capital growth, however, 


It specialises in companies showing particularly good signs of expansion. The 
scope of investment covers Europe, North America, Britain, Japan and Australia.. 
Our advisers are Barclays de Zoete Wedd Investment Management 
"Limited, oné: of the world’s leading investment houses. At the last count, 


oe, can, of course, go oun 
as well a as up; 0l Houd oo your investment as medium to long-term. 


With Barclays Unicorn International, however, you'll be safe in the 


The estimated annual income yields of. Global Ticini Fund and 
z ; International Equity Fund are approximately 4.5% and 1.1% respectively 
daten deduction of management charges and any withholding tax which may have been 
incurred i in the | country of origin on some of the fund income. Income unitholders vill 
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Brimstone is 
good for you 


AR CHARLES HAUGHEY, the Irish 
A prime minister, is a political toughie, 
ard-living populist and high-spending 
er who for 20 years has figured at the top 
of the list of demons feared by those who 
care about Ireland. He is also, those. who 
re about Ireland are coming to learn, the 





FROM OUR ROME CORRESPONDENT 


AJ ting used to handing over their satch- 
-els for inspection by the police and their 
sniffer dogs. The interior ministry's deci- 
sion to impose such a measure indicates 
the gravity of the drug problem. More 
*than 500 people died of overdoses of her- 
oin in the first nine months of 1988, a 
larger toll chan in the whole of 1987. 


_trade records the amounts seized by the 
police and customs. In 1987 they im- 
pounded 325 kilos of heroin; by Septem- 
ber this year they had already seized 
more than 400 kilos. Cocaine consump- 
| tion, once limited to the very rich, is 
booming. The quantities seized have 
risen from 326 kilos in 1987 to more 
than 500 kilos this vear. 
. Both pushers and their victims are 
< growing younger every year. The result 
of the operation in the schools seems to 
have confirmed the police's worst fears. 
“ft One day this month outside Roman 
H> schools they arrested 11 pushers, carry- 
ing more than 100 grammes each of her- 
J oin and cocaitie. Local drug dealers had 
been amply warned that the crack-down 
, was imminent, but on. the first. day of 
: people all over ie Italy on charges of ped- 
| dling drugs outside school gates. 
| Drug | users have Spe to Spread 


| est hope the country has. A serious bout of | 


CHOOLCHILDREN in Italy are get- 


The only official measure of the drugs 


needs him. ne 28 





On October: 18th, as Mr fish; hv in : 


hospital, his finance minister, Mr Ray 
MacSharry, outlined the government’s bud- 


get plans for 1989 to parliament. Mr 
Haughey and Mr MacSharry have proved to 


be a formidable team since the Fianna Fail 
government took over in February 1987 
from a bumbling Fine Gael-Labour coalition 
led by Mr Garret FitzGerald, The well- 
meaning but ineffectual Mr FitzGerald had 
increased the burden of national, debt al- 
ready piled up by Mr Haughey in his free- 
spending governments of the early 1980s. 
When Mr Haughey took over again last 
year, the debt was one-and-a-half times na- 
tional income and headjng up. Government 
borrowing was 13% of GNP. Emigration was 
rising to 30,000 a year out of a population of 
just 3 m, unemployment was stuck at 2096 


and numbers of jobs were falling. Many ex- - 


pected Mr Haughey's minority government 
to make things worse. 
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| Italy’ s plague of syringes 


AIDS. Italy, with 2,233 cases of the dis- 
ease, is the second-worst affected country 


in Europe, behind France. The World 


Health Organisation says that two-thirds 
of the patients being treated for AIDS in 
Italy are or have been heroin addicts. 

Most cases are in Lombardy, the 
northern region which has also suffered 
the highest number of deaths from her- | 
oin overdose. Milan town council, ac- 


cording to the mayor, collects 3 ,000- d 


| 

| 
4,000 used syringes a day in the city's 
streets and parks. In Rome a similar ser- | 
vice was installed one year ago after com- | 
plaints from frightened parents; the | 
municipality has collected over 400,000 
used needles, many of them in parks and 
school yards. 

Much of the blame for the ravages | 
provoked by drugs in Italy can be put at 
the door of the Sicilian Mafia. It is one of | 
the most powerful drug smuggling and 
producing organisations in the world 
and has branches throughout the Italian 
mainland. Last week ltaly's president, 
Mr Francesco Cossiga, reminded his fel- 
low citizens that the Mafia is a problem | 
which affects "all of Italy, and all Ital- | 
ians”. The government wants to toughen | 


. existing anti-drug laws. One of the first | 
~ of its proposed new clauses would double — 


the sentences of drug dealers caught ped- 
dling outside schools. | 


| | requirement . 
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But Mr Haughey ordered c cuts, ad the 


able Mr MacSharry imposed the most at 


tere economic policy seen in modern lre- 
land. Mr Haughey's thorough control of 
Fianna Fail kept his backbenchers in line. 


© The exchequer borrowing. requirement 


should drop to 5.8% of GNP this year, helped 
by a tax amnesty that had beeri expected to 
bring in about IR£30m ($44m) but in fact 
brought IR£500m into a delighted treasury. 
The government reckons GNP growth in 


. 1988 will be almost 2%. 


The new budget still neglects much- 


needed income-tax reform and continues to 


tax labour rather than capital. But its firm 
and thoughtful line on cuts confirmed this 
government as the best since the 1960s. 
Emigration and unemployment stay high, 
but the Irish whiff hope. Even as the social- 
services cuts bite deeper, Mr Haughey's 
popularity stays high. An Irish Times/MRBI 
poll published a few days before the budget 
shows that Mr Haughey's Fianna Fail party 
has the support of 5096 of the voters. Fi: 
Gael is in second place with just 26%. 


The Irish may be right to back Mr 


Haughey. His government has just achieved 


the first significant increase in employment 
since 1980 and appears to have stabilised 
the debt relative to GNP. Interest rates and 
inflation are below those of Britain, Ire- 
land’s main trading partner. People believe, 
even in their continuing misery, that Mr 


Haughey is turning the country around. 
While he is expected to be back at his 


. desk soon, the Irish have been looking more 


closely at the health of their 63-year-old 
prime minister. He suffers recurring trouble 
from kidney-stones. Until a few years ago, he 
was a heavy smoker. He suffered serious in- 
juries in a car accident in 1968 and spent six 
weeks in hospital. Two years later, he was 
thrown from a horse and suffered a frac- 
tured skull and other injuries and spent 


more weeks in bed recovering. Ireland can ill 
-afford to lose the old demon now. 
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IN TRADE 
FINANCE, THERE'S 
ONE BANK THAT 

SEES BOTH SIDES OF 
THE PICTURE. 


Standard Chartered is represented 
in strength and depth across the world. 

Which is why, in trade finance, 
youll find few banks better placed to 
help you at both ends ofthe transaction. 


But we have much more to offer 
than the breadth of our network. 

Just as important is the depth of 
our experience. With experts in fields 
which range from international finan- 
cial instruments to local financial con- 
ditions, we can help you identify the 
real opportunities while avoiding even 
the less obvious pitfalls. 

Consider also that all Standard 
Chartered offices share sophisticated 
and comprehensive telecommunica- 
tions systems, and you'll see immediate 
benefits in terms of speed - both in 
decision-making and in cash trans- 
mission. 

In short, a service which starts 
with the right advice and ends with 
the right contract. 

50 when you're next moving into 
a new market, or expanding further 
into an existing one, take the broader 
view. 

Talk to us, and get the complete 
picture. 


Standard % Chartered 


STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, GPO BOX 21, EDINBURGH TOWER, THE LANDMARK, 
15 QUEENS ROAD CENTRAL HONG KONG, TELEPHONE (51 8422333. 
STANDARG CHARTERED BANK, & GATTERY ROAD SINGAPORE GlO4, TELEPHONE. 2258888 
STANDARD CHARTERED BANK. 2 JALAN AMPANG, 50450 KUALA LUMPUR, 
PENINSULAR MALAYSIA, TELEPHONE 1031 2326555. 





MAN ALOT. AT SHERATON TOWERS LITTLE THINGS MEAN ALOT. AT SHERATON TOWERS LITTLE THINGS MEAN ALOT. AT SHERATON ( 


When the celebrated novelist and playwright, P.G. Wodehouse, wrote about 


Jeeves, the ultimate 'Gentleman's gentleman', his character became the epitome of the 
perfect English butler. 


At Sheraton Towers, we've borrowed his concept to turn service that is already 
considered excellent, into service that is second to none. 


"He's been like this ever since 
be stayed at Sheraton Towers.” 
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Our personal butlers understand that a Towers’ executive guest has three 
priorities: time, comfort and privacy. 

To this end, his attitude goes beyond the merely obedient. He's there to 
anticipate your every desire, from little things like offering to confirm onward flight 


reservations, to suggesting a fine restaurant and reserving the best table in the house. 


In effect, he's your own personal ‘Jeeves’. 
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RMED RESERVATIONS AT ANY SHERATON HOTEL WORLOWIDE CALL - SYDNEY 231-6677 - ANYWHERE IN AUSTRALIA TOLL-FREE 008-2222-29 - NEW ZEALAND FREEFONE 09.793.333 The hospitality people of T'i 





Imagine a land that knows no boundaries, 


le morning and the shadows 
sweep for miles. Night is gently 
lifted from the land. Mountain 
peaks come alive, and the earth is 
quilted with gold. In a place like 
this, anything is possible. 

Look into our land and discover us. 
We are strong. 

We are free, 


We are Alberta. 


Alberta, song and free. 
* Canada 
Alberta House, 1 Mount Street, London, WiY 5AA, England, 


Telephonew(Oll) 441-491-3430, Telex: 51-2346 
Telefax: (O11) 441-629-2296 
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The new Minolta EP490Z plain paper 
copier gives you many other productive 
and creative features, including Quadruple 
Zooming Power, Automatic Dupiex and 
Overlay Copying. Standard Three Cassettes, 
Optional Triple Paper Stacker for 6-Way 
Paper Feeding, 20-Bin Sorter and intera 

tive Keying 
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See Minolta copiers at 





Bonglodesh Brothers International Lid. National Scouts Bhaban, Inner Circular Road, Kakrail Dhoka Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 11 Chundrigar Road 
GPO. Box 767 Phone: 400042, 404929 GPO. Box 680, Karachi) Phone: 219338, 210146 
Hong Kong Minolta Hong Kong Lid Room 208, 2/F, Eastern Centre 1065 King's Road. Quarry Bay Philippines — Toprosinc Topros Bidg Bonawe Cor Atok Sts. Quezon City, Metro Manilo 
Phone: 5-658181 Phone: 7324-21, 71-4113, 711-4145, 71-41-83, 71141-85, 71-41-87, 711-41-89 
India Methodax Infres Pvt. Lid. 8-1/F-1 Mohan Cooperative Industrial Estote, Mathura Road Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 


New Delhi 110 044 Phone: 636043 Phone: 563-5533 





like this. 


The new Minolta EP490Z gives you 
two-color copying that's as fast and easy 
as regular copying. 

Think of it. A copier that makes two-color 
copies in one quick scan. It's now a reality for 
your business with the new Minolta EP490Z's 
Simul-Color function 

Simul-Color makes two-color copies in 3 
fast, easy steps. Simply set the Color Lever, then 
press the Simul-Color Key and the Print Key. The 
result is a perfect copy in black plus another 
color: red, blue, sepia or green 


MINOLTA CAMERA CO LTD — Reprographic Product Operations 30. 2-¢ 








Talwon Santo Office Machines Corp. 10th Fl, No 120, Sec 2, Chien-Kuo North Road, Taipei 
10433 Phone (02) 505-0013 

Thailand Bangkok Business Equipment Automation Co, Lid 199/82-84 Vipawadee Rongsit Road 
(At Suthisorn Fiy-Over), Bongkok 10400 Phone: 2710213 (5 lines) 

Australia OcéAustralio Lid PO. Box 196. 89 Tulip St. Cheltenham, Melb 3192 Phone 09-5841011 


New Zealand Viko Holdings Utd 33 Broodwoy, Newmorket. PO Box 220, Auckland | 


home Azuchi-Machi, Higoshi-Ku. Osoko 54 





Think of Minoltas 
new Simul-Color copying 





SO now you can say goodbye to ordinary 
color copying. No more waiting for two scans 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up 

That's because the Minolta EP490Z makes 
high-quality two-color copies just as fast as it 
makes regular black copies, at a quick rate of 30 
copies per minute 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It's the 
world's first practical color copier 





Phone. 03-505-449 








MINCOLIA 


Taste accepted over time. 


The mark of a great Scotch whisky. 


Aged IE Years 
De Luxe 


Scotch WNISKY 
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Thomas Parr. Aged 152 Years 





Ever since a Japanese entrepreneur, Tomomi Iwakura. 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who reci mise the taste of a great Scotch whisky. 


Grand 


Old Parr 








Young has problems 


Mixing politics with business 


<6 HAT this report constitutes is a 

catalogue of the inadequacies of a 
traditional civil service department for po- 
licing fast-moving and fast-talking business- 
men, whose companies are supposed to be 
providing the public with security." Mr 
Tony Blair, Labour’s man on the financial- 
scandal desk, licking his chops at the Barlow 





Rooke had a monépoly 
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Clowes mess? No; The Economist in 1972, 
on the report of an inquiry into the collapse 
of the Vehicle and General insurance com- 
pany. It slid into insolvency, leaving motor- 
ists without cover, while civil servants sat on 
their hands. 

The report this week by Sir Godfray Le 
Quesne on the DTI’s relationship with Bar- 
low Clowes proves that the company went 
bust because the lessons of Vehicle and 
General had gone unheeded. Those lessons 
were that regulators needed to take prompt, 
graduated action at any sign of trouble. In- 
stead, the civil servants who were responsi- 
ble for watching Barlow Clowes operated 
under a regulatory regime that gave them 
too little flexibility. They knew that some 
people thought Barlow Clowes fishy; but, 
without proof, they were loth to take the 
kind of action which they believed would 
drive the firm into early bankruptcy. 

Those who suffered were Joe Public and 
18,000 of his mates, some of them pension- 
ers, who put £190m of their money with 
Barlow Clowes. It was wound up this year 
after plenty of that money—real savings, 
not just pin-money insurance premiums— 
had gone anywhere (eg, Mr Peter Clowes's 
life-style) but the safe-as-houses gilts market 
that the savers thought they were in. The 
DTI had continued to relicense the company 
right up to last November, four years after 





City bodies, including the Bank of England 
and Stock Exchange, expressed unease 
about it to the department. 

Lord Young may think that his depart- 
ment should have had more regulators once 
newly rich Britons found smarter homes for 
their spare cash than the local building soci- 
ety. But he does not think that his civil ser- 
vants behaved unreasonably, and will not 
concede that the government is duty-bound 
to compensate those who lost money. The 
parliamentary ombudsman, will, however, 
study the case. If he finds maladministra- 
tion, he may argue for ex gratia payments. 

Barlow Clowes was only one of three 
embarrassments for the DTI and regulators 
this week. Of these, the least tricky will be its 
appointment of inspectors to look into 
heavy trading in the shares and options of 
Consolidated Gold Fields, a mining con- 
glomerate, just before South African-con- 
trolled Minorco bid for it last month. The 
inspectors will look both for insider dealing 


and at the real ownership of some shares — 


held in nominee accounts. The DTI can be 
criticised for dilly-dallying—the smell of fish 


has been around for weeks—but at least Joe y 


Public does not trade options. 

Yet in 1986, Joe, his pal Sid, and mil- 
lions more bought shares in British Gas, in 
the belief that any monopoly utility would 
make profit enough to have plenty to spare 
for them. Would they have invested if they 
had suspected that two years later the 
Monopolies and Mergers Commission 
(MMC) would find that some of those profits 
grew out of “extensive discrimination” 
against some big, but effectively tied, cus- 


Clowes had a bunch of mugs 


63 


^o dup. intel 


2 s 3d ad" 


fa alb a 


aedi n 


ptu Cras | ALLEE 


» 


A 


9-— 
-F A 


| Gassed 
. Average gas prices to business consumers 


tQ HM And that British Gas will now have 
to pay for abusing its monopoly? 
— That has now happened. British Gas 
was referred to the commission last Novem- 
ber. The MMC, whose findings were pub- 
lished on October 19th—after mouldering 
on Lord Young's desk since August 24th— 
1ammered the company. As it deserved: 
itish business is lumbered with some of 
e most expensive gas in the world. 
Complaints against British Gas, filed by 
some of the 21,000 contract customers that 
account for a quarter of its revenues, have 
been wide and varied. Businesses alleged 
that the monopoly was setting each user’s 
price according to the availability of alterna- 
tive fuels, charging more to those who could 
not switch to alternatives. Had any third- 
party gas supplier dared to tout for business, 
3ritish Gas could simply have undercut it. 
The MMC upheld the complaints. 

The statutory licence of British Gas will 
e changed, which should meet most of the 
MMC's complaints. Lord Young wants to en- 
cO irage new entrants into the marketplace. 
; “reasonable” amount of the output of 
new gas fields, he says, should be available to 
‘ival suppliers. Good, but belated. The gov- 
ment erred from the start in replacing 
the old state monopoly with a new private 
monopoly—let alone under the same tena- 
tious grasp of Sir Denis Rooke. And why 
was an MMC inquiry needed at all? Had 
Whitehall just assumed that British Gas, set 
free to pursue profits for its own purse, 
would abandon the habits it learned—in- 
d was forced into—in the days when it 
sued them for the state? 

Mor can Lord Young sleep yet. On his 
. desk is a vast report on the takeover by the 
Fayed family of House of Fraser; and round 

is ears the Scottish outcry against this 
week's bid by an Australian firm, Elders 1x1, 
for Scottish & Newcastle Breweries. The 
tartan lobby, as ever, is claiming that market 
-. forces must halt at Hadrian's Wall. 

So if the government did not know be- 
fore, it knows now: privatise as you choose, 
ask the market to take as many decisions as 
| it can; but so long as the voters expect minis- 
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ters to protect them by regulation, the vic 
situdes of commercial life will often spell 
trouble. The government seeks more enter- 
prise red in tooth and claw; Lord Young 
must expect to be spattered with blood. 





British Aerospace 


Men of property 


T revelation that British Aerospace 
(BAe) might profit hugely from develop- 
ing property acquired when it bought Royal 
Ordnance from the government in April 
1987 is causing a great political fuss. The 
profit should have been no surprise. Brit- 
ain's property boom means that many com- 
panies are sitting on assets that are grossly 
undervalued in their balance-sheets. 

Companies are slowly waking up to this 
undervaluation and boosting profits by 
developing their property. British retail 
chains such as Woolworth have been doing 
this for some time. In Japan one of the main 
explanations for what appear to be absurdly 
high share values is that some of the biggest 
companies (including the biggest of all, NTT) 
own fabulously valuable property in or 
around Tokyo. As property prices rise 
around the world, takeover bidders and 
share analysts will have to learn to value 
such holdings more realistically. 

BAe's latest balance sheet values its land 
and buildings (including those it acquired 
through Royal Ordnance) at what they cost, 
£406m. The company's latest purchase, the 
Rover group, similarly values its property at 
£119m. Yet the property extends in all to 50 
sites covering 14,000 acres, which one City 
analyst reckons (somewhat speculatively) 
could be worth over £2 billion in today's 
market. BAe says it decides on plant closures 
for business reasons, not to make money 
from property sales. But it would be letting 
down its own shareholders if it paid no at- 
tention to what its property might realise. 

Nor should the idea of rationalisation, 
and moving activities to the cheaper north 
of Britain, be greeted with horror. Any effi- 
cient company should ask whether it really 
needs as many as 50 sites (including, in BAe's 
case, no fewer than eight airfields). 

In other circumstances, politicians 
would have welcomed the fact that high pay 
and property prices in the south are encour- 
aging firms to relocate northwards. Govern- 
ment departments—including the defence 
ministry, which has swathes of underused 
property—ought to be criticised for not 
considering such a switch themselves. That 
would be a much better cause for a par- 
liamentary inquiry. 

The attack on the government for sell- 
ing off Royal Ordnance too cheaply neglects 
the fact that it made the sale by a straight 
auction to the highest bidder—though it 
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might have done more to draw attention 
(not least its own) to possible property gains. 
BAe's purchase of the Rover group admits 
no such defence, for no other company was 
allowed to bid. Again, inquiries should con- 
centrate on that sort of deal rather than 
Royal Ordnance.. 

Fortunately, this week's row should 
have helped alert both the government and 
investors to the significance of property in 
other privatisation targets. Already firms in- 
terested in buying up bits of the electricity 
and water industries are admitting that a big 
part of their interest is in the industries' 
property portfolios. British Rail is one of the 
country's biggest landowners. That is a good 
case for selling it. 








Northern Ireland 


Whose oxygen? 


HE prime minister has always felt in her 

gut that when supporters. of terrorism 
are given what she calls the "oxygen of pub- 
licity” they recruit more people to their 
cause. And what Mrs Thatcher feels in her 
gut tends in time to become law. That is why 
her home secretary, Mr Douglas Hurd, an- 
nounced this week that British broadcasters 
would no longer be allowed to show inter- 
views with members of Northern lreland's 
terrorist movements or their political front 
men. There is little other reason—and no 
convincing one. 

The Provisional Irish Republican Army 
are a murderous bunch. Sinn Fein is their 
political wing. But it is also a real political 
movement, representing real opinions. lt 
won 1196 of the total Northern Irish vote at 
the 1987 general election, and over a third 
of the Catholic vote. It has about 60 local 
councillors and one MP, Mr Gerry Adams. 

Mr Adams has chosen not to take hi 





Adams, the voice of 1196 
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seat at Westminster. He could be refused en- 
try to Britain, under the Prevention of Ter- 
rorism Act, if he tried; there is already an 
exclusion order against him. Now he is to be 
prevented from expounding his views on 
television or radio. Is he worried? He is de- 
lighted: he can argue that the British govern- 
ment does not really want change through 
the ballot box, so bullets remain the only 
solution. 

He will be helped by the design of the 
government's new rules. Although Mr Ad- 
ams himself cannot appear on the box or 
speak on the airwaves, his views—or those 
of Unionist terrorists, to whom the new 
rules also apply—can still be reported by 
broadcasters. So, while reporters convey his 
message, he can escape the grilling he de- 
serves. Many in the Republic of Ireland, 
which has a similar law, believe that the IRA 
and Sinn Fein do their cause more harm 
than good when they appear on (British) 

levision. 

Mrs Thatcher's government faces 
mounting demands from Unionists and 
right-wing Conservatives for tougher action 
against the IRA. Ever since the Enniskillen 
bombing last year and the televised murder 
of two British corporals this spring, the calls 
for internment of suspected terrorists have 
become shriller. The government has not 
ruled that out, but would prefer measures 
less likely to cause a violent backlash. Ban- 
ning terrorists on television is regarded as 
one such move; others were announced by 
the Northern Ireland secretary, Mr Tom 
King, on October 20th. 

The police in the province have a tough 
job pinning crimes on terrorist suspects, es- 
pecially since witnesses are generally too 
scared of reprisals to give evidence. Mean- 
while, the terrorists are now well trained to 
withstand interrogation: most say nothing 
at all. Mr King will change the law to allow 

tention to be drawn in court to such refus- 

s to answer questions, particularly if the 
defendant produces a carefully-crafted alibi 
in the dock which he never mentioned at 
the time of interrogation. If the judge be- 
lieves there is a prima facie case against a de- 
fendant who refuses to give evidence, that 
refusal can be held against him. And—an 
import from Ireland—if suspects are caught 
near the scene of an atrocity, or running 
away from it, with explosives or blood on 
them, they will be expected to produce a be- 
lievable explanation at the time. If they do 
not, the prosecution can use that too. 

[n addition, a new Prevention of Terror- 
ism bill will be announced in the Queen's 
Speech next month. It will make permanent 
the present Prevention of Terrorism Act, 
which has to be renewed annually, and give 
the police more powers to investigate money 
they suspect is going to the IRA. Already, 
though, Unionists are demanding more: 
outright proscription of Sinn Fein itself. 
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Harder times at oworth parsonage 
Bradford 


Gone Tory 


OCAL Conservatives next Tuesday will 
take control of Bradford city council. 
Hung, but Tory-led, from 1982 to 1986, 
Bradford then fell firmly into Labour hands 
until last May. That month's local elections 
left it hung again. Now two by-election gains 
have given the Tories a thin but workable 
majority: 45 of them face 43 Labour and two 
SLD councillors. With determination and a 
mayoral casting vote, that is enough. 

The Tories’ by-election victories in June 
and September—Tuesday is the first full 
council meeting since then—have brought 
them their biggest metropolitan council, 
running an area with 460,000 people. The 
Tory gains also rub in recent warnings for 
other parties. In Britain’s 120 local by-elec- 
tions between the May voting and the end 
of September, Labour lost three seats net. 
The SLD made a net gain of eight, but that 
conceals a sharp swing from gains in the 
summer to heavy losses in September. 

Bradford was a fairly easy prize for the 
Tories. But if they can now make a success of 
it, they can well hope for harder ones. Mrs 
Thatcher, like Mao, having won the coun- 
tryside, dreams of winning the cities. Brad- 
ford could show the way. 

One reason for the Tories' victory there 
is that the council district is part country al- 
ready. It includes the relics of che grimy city 
that Dickens depicted in "Hard Times"; but 
it stretches out through the suburbs to take 
in upmarket Ilkley and its moor, and the 
Bronte's Haworth parsonage. Voting figures 
reflect this mix: Tory and Labour were neck 
and neck at 4396 in May. Another reason is 
that Bradford has a large Asian population 
not always loved by its white peers. The To- 





ries say they have plenty of Asian support, 
but it is Labour that has five Asian council- 
lors. The Tories this year made much of 
Labour's zeal on issues such as nuclear-free 
zonery, sexism and race—and they won 
votes thereby. 

Yet the Tories’ best weapon was that 
Labour’s supporters plainly did not much 
care whether it won or not. The two by-elec- 
tions—both in the same, not wealthy 
though mainly owner-occupied, ward—pro- 
duced turn-outs of 47% and 40%: fair 
enough by local-election standards, but apa- 
thetic when a city's future is at stake. Both 
times, the Tories came in well ahead. 

Led by 36-year-old Mr Eric Pickles, what 
they.offered was not ferocious reaction or 
Thatcherite revolution, but better manage- 
ment. True, the new council is already look- 
ing at a hand-over of its estates to housin ng 
associations; but so are many others, not a 
Tory. The Tories plan mild spending cuts, 
£6m in a budget of around £300m. In time, 
but with no headlong rush, Mr Pickles plans 
to reduce council staffing from its present 
21,000 “full-time equivalent” jobs by 2,000 
or so. A few of the job losses will be in what 
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he sees as Labour flummeries, but most will 
be in central white-collar staff, notably in 
the personnel department. 

This is the real message of Bradford's 
Tories. They aim to free the councils’ vari- 


‘ous departments to get on with their jobs, 


liberated both from political meddling and 
central control. They will delegate man- 
power and budgeting alike to each depart- 
ment. Councillors will be concerned only in 
the most senior appointments. Top officials, 
will be put on fixed-term contracts, with per- 
formance-related pay. Council committees 
will stick to policy, though each will have a 
subcommittee concerned, from the con- 
sumer point of view, with the results. 

lh sum, not politics, but a formula of 
decentralised management. Political nature 
being what it is, one can wonder if things 
will actually happen like this. But if people 
like Bradford's Tories can persuade voters 
that local government these days is a tech- 
nical job, not a political one, and the only 
question is who can manage best—well, this 
is not the only metropolitan council that 
Mrs Thatcher can hope to win. 





Arts Council 


owitching roles 


AST vear Mr Richard Luce, the arts 
minister, brought in triennial rather 
than annual financing for the arts to help 
arts groups plan ahead. Since then the Arts 
Council has been pondering how best to use 
the extra time to serve its clients. Next week 
it publishes its own three-year plan. Scepti- 
cal insiders say the plan is just words. 
Founded in 1946, the Arts Council sees 


its principal role as "developing the artistic 
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Some people think it Turandotty to pay all that for this 


life of the country". But Mr Luke Rittner, its 
secretary general, accepts that if the council 
is to be useful, it must change its other tradi- 
tional role as a financing agency that dishes 
out government cash to clamouring clients. 

The three-year plan is likely to 
emphasise the need for arts organisations to 
get as much as they can from non-govern- 
ment sources. The council has already ear- 
marked £5m this year and £7m next for in- 
centive-financing schemes that match 
taxpayers’ money against cash raised pri- 
vately. This is meant to encourage better 
marketing and more local fund-raising ini- 
tiatives. If so, the council could then devote 
more of its time to advising clients how to 
become self-sufficient, and less to trying to 
act as judge and jury of whether they deserve 
its support. 

Though he admits that the first stab will 
not be perfect, Mr Rittner is confident that 
this change of role to a "facilitating" rather 
than administrative one will be fruitful. So 
why the sceptical insiders? Part of the ex- 
planation is that the Arts Council itself has 
been a by-word for incompetence, so it is 
hard to imagine it teaching good business 
practice to other arts organisations. 

The council, whose headquarters cost 
£4m-5m a year to run, has cut its staff from 
over 300 when Mr Rittner arrived to 172 
now. Yet one former member of the Arts 
Council says its decision-making procedures 
are cumbersome, time-wasting and result in 
"weak compromises’. One example was the 
decision in 1986 to cut the Kent Opera's 
grant, which was later reversed by an un- 
nerved council following a big public row. 

The council is keen to use its three-year 
plan to justify in detail its use of taxpayers' 
money. And it has shown itself ready to 
bring in outsiders to study individual clients 
and their budgets. But even that rouses op- 





ponents who characterise it as "outdoor re- 
lief for management consultants”. 

The Arts Council's troubles have been 
exacerbated by the character of its present 
chairman, Lord Rees-Mogg, neither a dy- 
namic galvaniser nor an enthusiastic arts- 
lover. He has had little part in drawing up 
the three-year plan, though he will be ex- 
pected to present it to the press. His succes- 
sor, Mr Peter Palumbo, who takes over in 
April next year, may be more enthusiastic. 

Some bolder spirits are starting to sug- 
gest that the Arts Council should be 
scrapped, with subsidy being handed out di- 
rectly by the Office of Arts and Libraries. 
Most in the arts world still prefer the present 
"arms-length principle", which ensures that 
decisions about who gets what are made by 
an independent body, whatever its weak- 
nesses, not by Whitehall. Civil servants de- 
cide about far too many other things al- 
ready. Yet in other European countries thet 
often spend more on the arts, such 
France, cash is usually distributed by the 
ministry of culture. Is the resultant culture 
necessarily tamer or worse? 





London's hospitals 


Hawped 


TOUGH decision faces Mr Kenneth 

Clarke, the health secretary: whether 
to approve the closure of five central-Lon- 
don hospitals. He may find the politics a bit 
easier thanks to a plan to replace them— 
though not all their beds—with Britain's 
most expensive single hospital. The rami- 
fications extend far beyond London. 

The hospitals under threat are run by 
Riverside health authority, the three-year 
old product of a merger of two health au- 
thorities that cover prosperous Westmii 
ster, Chelsea and Fulham. They include tl 
Westminster hospital, one of London's best- 
known teaching hospitals, a short ambu- 
lance-ride from the House of Commons. A 
new 660-bed hospital is to go up on the site 
of the present St Stephen's hospital—so 
turning a posh bit of Chelsea, many of 
whose residents do not even use the na- 
tional health service, into a giant building 
site. Those residents have been joined by 
politicians, unions and many doctors in op- 
posing the health authority's plans. 

Behind the fuss lie two things: the NHS's 
method of distributing cash around the 
country, known as rawp, and the London 
property boom. Rawp—so called after the 
resource-allocation working party that set it 
up in 1977—tries to equalise access to 
health care around the country. In plain En- 
glish that means taking money away from 
London and other big cities that have lots of 
hospitals and doctors, but shrunken popula- 
tions, and giving it to other relatively de- 
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prived areas. When the whole health service 
is strapped for cash, districts that also lose 
under rawp are doubly penalised. In the 
short run they cope by improving efficiency 
or shutting a few beds and wards. In the long 
term the logic of rawp points towards clos- 
ing hospitals and shifting staff north from 
London. 

Like several other inner-London dis- 
tricts, Riverside faced a 13% real cut in its 
current budget by 1993. To achieve that re- 
quired an even bigger cut in its acute-hospi- 
tal services. Closure of Westminster seemed 
the obvious solution. But the property 
boom enabled the health authority to buy 
off some of the resultant fuss. It is selling half 
the nine-acre site of a geriatric hospital, St 
Mary Abbots in Kensington, for £100m— 
more than enough to pay for the new hospi- 
tal planned for Chelsea. The land and build- 
ings of the other three hospitals that are be- 
ing closed should bring in even more. 

The result—no new capital costs, and 
current savings—ought to make Mr 
Clarke's decision easy. It does not: 

@ Even after losing a net 115 beds, Riverside 
will be massively overprovided compared 
with most other districts in Britain. It in- 
cludes several private hospitals and some big 
"special" health authorities that fall outside 
rawp. With such a wealth of facilities 
around, how can it be right to spend £100m 
on a big new hospital in Chelsea? 
@ As an influential King's Fund report last 
year pointed out, London's health services 
are uncoordinated. Other districts face the 
same problems as Riverside. Yet shutting 
Westminster hospital will send patients over 
the river to St Thomas's (which comes un- 
der a different region). Equally, Bloomsbury 
districts merger of Middlesex and Univer- 
sity College hospitals will push patients to 
the Royal Free in Hampstead. The London 
districts should look at their plans to- 
ther—which might be easier if more of 
em merged. 
e The government's review of the NHS is 
likely to suggest an experiment with internal 
markets, under which a hospital's income 
would depend on its success in competing 
against other hospitals for patients. A rawp 
system would still be needed to distribute 
patient entitlements round the country. But 
with an internal market, hospitals like West- 
minster could have their future decided by 
patients’ choices instead of a transient 
health secretary's. 

It is all enough to tempt Mr Clarke to 
defer a decision. He might take some com- 
fort from abroad. The French health minis- 
try grumbles that it is almost impossible to 
close a hospital, thanks usually to local poli- 
tics. The Irish government nearly fell when 
it tried to close one. Whatever comes out of 
the NHS review, it would be an expensive 
mistake to make it any harder to close un- 


needed hospitals. 
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Not all child labour... 
Business and schools 


Working classes 


CHOOLS in the 1990s will be teeming 

with businessmen, and offices and fac- 
tories swarming with schoolchildren and 
teachers. Since the reforms of the nine- 
teénth century which got children out of fac- 
tories into classrooms, the British have dis- 
liked mixing learning with commerce. But 
the past ten years of high youth unemploy- 
ment have encouraged most schools to forge 
new links with employers, to provide their 
pupils with more marketable skills. And in 
the next ten years, when youth labour will 
become scarce rather than plentiful, the 
many employers not yet working with 
schools will be encouraged to do so, if only 
to find new recruits. 

A recent survey for the Confederation 
of British Industry found that 6396 of 
schools already have regular links with busi- 
nesses, and 4696 of businesses have links 
with schools. But the Cai reckons a further 
15,000 firms need to be involved if the gov- 
ernment is to meet its target of providing at 
least two weeks' work experience for every 
pupil, and business experience for one 
teacher in ten every year. Mr Kenneth 
Baker, the education secretary, will urge 
more companies to get involved with their 
local schools when he addresses the cBi's an- 
nual conference next month. 

Mr Baker is not the only minister keen 
on such links. The employment secretary, 
Mr Norman Fowler, is pushing "city com- 
pacts" —job promises from local employers 
for local school-leavers. The industry secre- 
tary, Lord Young, dreams of 140 "enterprise 
education advisers" who will promote his 
ideas in schools throughout the land. But 
the range of initiatives and associated acro- 
nyms emanating from different ministries 
and from organisations such as Business in 
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the Community (Bic) and the School 
Curriculum Industry Partnership (scir) 
leaves many teachers and businessmen con- 
fused. What kind of links is the government 
looking for? 

The most ambitious schemes have been 
set up independently of the government, by 
large companies. Br's "Link" programme 
spends £200,000 a year promoting contacts 
between 16 of the company's sites and 200 
schools. It and other schemes aim to move 
beyond the traditional once-a-year talk to 
the fifth form by the local factory's person- 
nel manager. As well as giving pupils work 
experience and getting businessmen to help 
with school projects, they want to give 
teachers a taste of industry, to help them une 
derstand what skills their pupils need. Some 
get more than just a taste: one of the assis- 
tant managers producing Rowntree’s Kit- 
Kat chocolates last year was a headmaster on 
a year's secondment. 

Getting small, high-street firms to take a 
similar interest is not easy. Over half of the 
links identified in the CBI survey involved 
companies employing more than 500 peo- 
ple. Mr Baker hopes more shopkeepers will 
be seen in schools after this term, now that 
every governing body is being required to 
co-opt at least one businessman. Some big 
companies are already encouraging their 
employees to help run schools: Esso offers 
time off with pay to employees who become 
governors, and gives them up to £100 a year 
to contribute to school equipment. 


Into the mainstream 


In the past most projects linking schools and 
industry have been outside the main curric- 
ulum. The new links will have more impact 
because they coincide with changes in the 
way mainstream subjects are taught. Mr 
Baker wants his new national curriculum to 
put more emphasis on technology, and on 
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the practical applications of all subjects. 
Two years ago he announced the setting up 
of 20 "city technology colleges", to be spon- 


sored by companies, which would develop 


such a curriculum for selected pupils in in- 
ner-city areas. But many of the big compa- 
nies that already have links with schools are 
not interested; they think the same objec- 
tives can be achieved for a wider range of 
pupils within the main school system. 
Many secondary schools have already 
transformed the curriculum for 14-18-year- 
olds under the Technical and Vocational 
Education Initiative (TvEI). This fosters 
practical and technical skills. When it was 
first announced by the Manpower Services 
Commission in 1982, the initiative was mis- 


- trusted by teachers, fearful that their pupils 


would be trained as "factory fodder”, and 
that subjects not directly connected with the 
workplace would be squeezed out. Most 
teachers are now reassured that TVEI can im- 
prove subjects across the curriculum: pupils 
get keener at English after learning how im- 
portant communication is in business. 

The claim that TVE! has reduced truancy 
and improved exam performances, by moti- 
vating the less able, is—like many such 
claims—based on anecdote rather than 
hard evidence. But TVE! has been successful 
enough in the government's eyes for its 
principles to be extended to all schools, and 
embodied in the new national curriculum. 
And the new GCSE exam for 16-year-olds, 


A good friend 


RAHAM HUTTON, who died on 

October 14th, was an economic au- 
thor, pamphleteer and publicist extraor- 
dinary—and, though on the staff of The 
Economist for only five years, its valued 
friend for 55. 

Born in 1904, Hutton joined his fa- 
ther's importexport business from 
Christ’s Hospital school. At 18 he was a 
keen socialist whose enthusiasms in- 
cluded the classics, English and Euro- 
pean literature, foreign languages, travel, 
| music and art. Riding, flying, ecclesiology 

and many others were to follow. But one 

became his passion: persuaded by friends 
to go to extra-mural lectures in economic 
theory, he fell in love with the dismal sci- 
ence. In 1925 he won a scholarship to the 

London School of Economics. He 

emerged laden with academic honours 

and converted to liberal economics. 

In 1933, after French and German 
universities, Chatham House, a call to 
the bar, numerous articles and his first 
book, he became foreign editor of The 
Economist. The struggle against fascism 
was his main preoccupation. Although 
the editor, Walter Layton, was an enthu- 
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which places less emphasis on classroom 
learning than its predecessors and more on 
project work, is going well, according to an 
inspectors' report published on October 
18th. Initiatives like these, which affect all 
pupils and are supported by most teachers 
and local authorities, are likely to have more 
effect than controversial headline-makers 
such as city technology colleges or opting- 
out. 





Universities 


Buy a don 


RITAIN’S older universities are slowly 

getting better at marketing themselves 
to the outside world, thanks largely to some 
of their newer institutions. In Oxford, ef- 
forts to produce a coherent strategy for 
management education have centred on 
Templeton College, founded outside the 
university in 1965. 

St Catherine's, a young college by Ox- 
ford standards, has always had a bias to- 
wards science and its applications; now 
some of its dons would like the college to 
take a leading role in developing contacts 
with industry—and possibly earn some 
money for their struggling college at the 
same time. The first step has been to set up a 
university-wide consultancy based at the col- 


siast for the League of Nations, his col- 
leagues had little first-hand knowledge of 
continental Europe. Hutton, with fre- 
quent travel and a network of continen- 
tal friends and correspondents, provided 
authoritative coverage. He was con- 
vinced from 1933 that war was inev- 
itable. Layton and his right-hand man, 
Geoffrey Crowther, hoped that reason 
might prevail with the dictators. In 1938, 
when Layton handed over the editor- 
ship, it was to Crowther. 

Hutton's war was spent mainly in 
Chicago, running a British Information 
Services office. His fluency as a lecturer, 
broadcaster and writer weaned many 
Americans from isolationism and earned 
him an OBE. After the war, as an eco- 
nomic consultant, he argued no less vig- 
orously for a free-market economy. His 
"We Too Can Prosper", written in 1953 
with Crowther, used the lessons learned 
by British productivity teams in the 
United States to highlight the errors of 
British industry. He was a stalwart of the 
Institute of Economic Affairs long before 
its free-market ideas became fashionable. 


Though he had failed to become edi- 








lege, which aims to coordinate consultancy 
work for some of the country's top 
scientists. 

Oxford Consultants Ltd, launched last 
month, has so far signed up some 150 aca- 
demics, two-thirds of them in Oxford, ready 
in principle to take work on a pre-arranged 
contract. Many of those scientists regularly 
get consultancy work direct from compa- 
nies, or via other academics who have differ- 
ent specialisms. But Oxford Consultants 
Ltd is special, claim its directors, because it 
can offer a complete assessment of a compa- 
ny's R&D performance, and assemble some 
of the country's best scientific minds to 
solve its problems. 

Certainly the consultancy has an im- 
pressive range of directors and advisers— 
some of them a lot more worldly than the 
average Oxford don. The first contract to be 
landed by Oxford Consultants—to improve 
the testing of repairs on jet engines—wen* 
to Mr Robin Ainsworth, a mechanical en; 
neer who has recently spent ten years work- 
ing in industry. Another of the company's 
directors, Mr Alan Kingsman, is a leading 
genetic engineer working on an AIDS vac- 
cine; he has helped to set up technology- 
transfer companies and says he has exten- 
sive contacts in the City of London. If there 
is one thing that Oxford's entrepreneurial 
boffins are learning fast, it is hbw to sell 
themselves. 
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tor, Hutton's esteem for The Economist 
never wavered, and he took every oppor- 
tunity to give aid and encouragement. 
The Luftwaffe having disposed of the pa- 
per's records in 1941, Hutton, who had a 
freakishly good memory, painstakingly 
(and often in great discomfort from Par- 
kinson's disease) had recently been help- 
ing the paper's historian identify the au- 
thors of thousands of articles. He was 
still helping a week before he died. 
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Bids and deals 


Philip Morris, a cigarette- 
maker, brewer and food pro- - 
cessor, offered $11.5 billion’ 
for another American food 
company, Kraft. The deal 
would be the second biggest in 
history after the $13.2 billion 
merger between two oil com- 
panies, Chevron and Gulf, in 
1984. If Philip Morris is suc- 
cessful in its bid, it will be- 


come the biggest seller of con- . 


sumer products and the | 
second biggest food manufac- 
turer in the world. 


An Australian brewer, Elders : 
IXL, launched a £1.6 billion . 
($2.8 billion) bid for Britain's . 


fifth largest brewer, Scottish 
& Newcastle Breweries. El- 
ders, which already owns 9.796 
of S & N, bought Courage, 
Britain $ sixth biggest brewer, 
in 1986. A merger between 
the two-would create Britain’s 
largest brewer after Bass. 


World’s top brewers 
1987 beer Ze in ndn of — 







46.0] Miller Brewing USA 


Kirin Brewery Japan 
| | 27.5] Bond Brewing Austrasia 


' 25.3] The Stroh Brewery USA 


20.7 | Elders IXL. Australia 


BSN France 
Adoiph Coors USA 
Brahma Brazii 


Source: intemational Drinks Bulletin "Estimate 


An Australian entrepreneur, 
Alan Bond, bought at least 
496 of Lonrho, a secretive 
trading company. The British- 
. run company said that it also 
thought Robert Holmes à 


Court, another Australian if- 


vestor, had bought 1%. 


| Flying from the state 


New Zealand put its state- 
owned airline, E New Zea- 
land, up for sale after a deal 
with Australia's national air- 


: savin pand Fe 


line, Qantas, fell through. For- | 
eigners interested in the air- — — 


line—such as British 


Airways—will be limited toa ^ | 


35% stake in the company. 
Air New Zealand is worth 


around $1 billion. 


The Japanese government sold 
its third tranche of shares in 
Nippon Telegraph and 
Telephone for Y1.9m a share 
($14,980). It raised Y2.85 tril- 
lion ($22.5 billion) for the 

1.5m shares (9.5 






The government. pura origi- . 
nally hoped to raise Y3.85 tril : 

; Hon this time, but scaled back 
the offer because of bearish 
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dera! eon 
and Loan Insurance Corpora- 
tion is contributing $13 bil 

lion to the new group, which 


will have assets of $3. ? (n on . 





The American Treasury— 
which owes $3 trillion—is 
helping fellow debtor Mexico 


with a $3.5 billion loan. The 


loan isto make up for a short- 


fall in Mexico's revenues from 


its oil exports, capital flight 
and heavy imports of con- 
sumer goods. Each $1 fall in 
the price of oil costs Mexico 
$500m a year; Mexico’s re- 


serves have almost halved 


from a MAT high of $16 2s lion 


| T of the cbt "i 





and imports of consumer 


goods have doubled this year. 


| Happy birthday 


October 19 1988 passed off 

quietly. A year earlier the- 

world’s biggest stockmarkets 
plunged by over 20%, London 


: and New York are still 


bruised. Turnover in London 
was a third of last year's pre- 
crash level: New York is live- 


|: lier, thanks to a spurt in take- 
over stocks. It hit.a post-crash 


high. on October 18th. 











Jurisprudence 


| Britain's Department of Trade - 
and Industry appointed two 


inspectors to probe dealing in 


the shares of Consolidated - 


. Gold Fields for possible in- 
| sider trading. The shares.” 


jumped by a third before a bid 
for the company by the 
Minorco group materialised. 


An American investment 


bank, Drexel Burnham 


Lambert, was told that pros- 
ecutors will probably indict 
the firm on charges of securi- 
ties fraud, mail and wire fraud, 
and racketeering. À similar 
warning was given last month 
to Drexel's junk-bond chief, 
Michael Milken. 


British Gas, a privatised mo- 
nopoly utility, was hammered 
by Britain's Monopolies and 
Mergers Commission. An in- 
vestigation found that it had 
been practising “excessive 
discrimination” against the in- 
dustrial consumers which take 


about 22% of its supply. The 


employees were allegedly in- 


laundering caper. 
Rupert, the bear 


British arm of Rupert Mur- 


Bottom lines 


-A New York investment bank, 
Morgan Stanley, reported - 























































British government has criti- 
cised the company and will be: 
trying to encourage compe- 
tition in gas supply. British 
Gas's profits will fall. 


A temporary restraining order | 
imposed on Arab-owned | 
Bank of Credit and Com- 
merce International was 

lifted by an American court: 
on October 12th. Bccrand - 
some of its former and present 


volved in a $14m drug-money - 


News International, the 


doch's publishing group, — 

News Corporation, has bor- 
rowed $2 billion from interna- 
tional banks to pay foran 
American peg group, 
Triangle. 





Russia has lined up its larges . 
ever loan from western banks. 
London banks are lending it - 
$2.6 billion. So far this year — 
Russia has borrowed oe 
from Italy and $1.66.billion 
from West German banks. 


Merck, an American drug 
manufacturer, reported third- 
quarter profits up 3196 on the. 
previous year. Net income 

rose from $238m to $311m - 
thanks to higher sales and the 
strength of foreign currencies 
against the dollar. 


America's biggest bank, 
Citicorp, reported net in- 
come of $394m for the third 
quarter. Stripping out the dis- 
torting effects of last year's 
one-off gains, the bank's in- 
come was up 74% on last year. 


net income for its third quar- 
ter of $53m. That was 28% 
down compared with the pre- 
vious year. The firm blamed 
the dreary markets. - 
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Successful German forays  — 
into US retail secto: 


American companies in 
which Europeans hold an 
interest had sales of almost 
$25 billion in 1987, which 
translates into a share of over 
8% in a market worth ap- 
proximately $300 billion per 
year, After a rather hesitant 
start, the surge of West Ger- 
man and European retailers 
across the Atlantic really got 
under way in the late seven- 
ties, Tengelmann, Haniel, 
Rewe-Leibbrand and Asko— 
all based in the Federal 
Republic—acquired majority 
interests in US supermarket 
chains, whereas the Albrecht 
group, West Germany's lead- 
ing food retailer, was content 
to acquire minority holdings 
in American companies. In 
the eighties, French, Dutch, 
Belgian and British food re- 
tailers have also moved into 
the US market. 

Undoubtedly, the success 





of the West German com- 


panies in the U.S. has been 
made possible by their re- 
markable flexibility, inno- 
vative approach, and sound 
financial base at home. Far 
more significant than the 
structural changes in the Ger- 
man retail trade in recent 
years is the drive to streamline 
purchasing, stock control and 
sales, with data-processing 
systems providing companies 
with an accurate overview of 
their operations at all times. 
Today both the marketing 
concepts and the manage- 
ment and merchandising con- 
trol systems of the West Ger- 
man retail sector are among 
the most modern in the world. 


The Commerzbank report on German business and finance N 








Although West German 
retail groups were slower to 
develop overseas activities 
ry's industrial 
firms, from the very outset- 


than their count 








they focused almost exclus- 


ively on the huge US market. 
Moreover, their motives for 
exploring foreign markets 
were rather different . from 





which originally sought to 
take advantage of inter- 
national cost differentials and 
enhance their own export 
business. By contrast, Ger- 
man retailers were attracted 
primarily by the growth 
potential of the American 
market--understandably, too, 
as the scope for expansion at 
home had been curtailed by 
fierce competition, a shrink- 
ing population and various 
legal restrictions. 

All in all, West Germans— 
and, indeed, the Western 
Europeans in general—have 
done well in their food-retail- 
ing operations in the U.S. 
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— part, Spiegel Inc., whichranks . 
0.10/88 third in the United States. 
The mail-order business in 
- the U.S.—with its highly-seg- 
mented market—is generally 
thought to be a tough nut to 
crack. Only a quarter of the 
total volume of mail-order 
| sales in the U.S. is accounted 
| IM for by large companies offer- 
Apparently, they have suc- ing a comprehensive range 
of products, with the other 
three-quarters being gener- 
ated by specialized firms. In 
West Germany, the ratio is 
reversed. l 








ket chains that were in the red 
at the time of their takeover — : 
were returned to profitability Fresh orientation 
after only a few years. What i$ In addition, there is tough 
more, the German concerns, competition in the U.S. from 
through their American sub- the department stores and 
uet p.c the discounters with their 
aggressive pricing policies 
and their seemingly unlimited 
opening hours. Nevertheless, 
Spiegel's sales have soared 
over the past five years, en- 
abling Otto-Versand to over- 
take the American Sears- 
Roebuck group, which had 
previously been the Nr. 1 in 
this sector worldwide. 
However, in the years to 
come, and especially after 
1992, there could be a shift of 
emphasis in West German 
retailers' foreign investment 
activity. Indeed, elsewhere in 
the EC, and above all in the 
newer member countries, re- 
tailing is still dominated by 














increase their share of the 
US market through new smaller firms. Yet it is pre- 
takeovers. — < -. . ^ cisely in such states that retail 

Outside food retailing, the sales can be expected to in- 
greatest public stir Wascaused crease at above-average rates 
by Otto-Versand, the promi- once the Single Market is in 
nent West German mail- place, andthe German groups 
order house, when itboughta will surely attempt to exploit 
stakeinits Americancounter- this potential. 
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The stubborn stains of. 


nationalism - 


OME 1992, says conventional wisdom 
among European managers, bigger will 
bé better. So Switzerland's Nestlé buys Brit- 


ain's Rowntree, and Procter & Gamble now _ 


fills all its European toothpaste tubes from à 
‘gle plant near Frankfurt. In. post-1992 
irope national markets will become like 

those of American states, and the compa- 

nies that prosper will be those that learn to 
compete according to American rules: tap- 
ping economies of scale and building up re- 
gional brands. Oh, really? 

Consider a business as seemingly ma- 


ture and mundane as washing machines. In 


America and Japan, the average size of wash- 
ing-machine factories has edged steadily up- 


wards, and the most efficient plants now 
turn out 1 m or so machines a year—equiva- 


lent to half the consumption of the British 
market. Yet in Europe, surprisingly, the av- 
erage size of washing-machine ‘factories is 
falling, and peak efficiency has been found 
to lie at an output of around 200, 000- 
300,000 machines a vear. 

A study by Messrs John Stopford and 
Charles Baden Fuller, of the London Busi- 


ness School, shows that the need for variety 


dominates the European white-goods indus- 


try. The implication is that national differ- — 
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ences across B Eutepee run too deep for the re- 
moval of trade. barriers to do more than 
begin a process of change, and that 1992 will 
pose a much more complex challenge to Eu- 


ropean businessmen than learning to think 


as big as Americans. 

-. At first glance, white goods would seem 
to be a prime:candidate for Euro-consolida- 
tion. In both America and Japan the white- 


goods business is dominated by single 


brands which have economies of scale in 


both marketing and production. Europe, in 


contrast, has a welter of national brands— 
Zanussi, Electrolux, Miele, Bosch. Won't 
the American formula quickly sweep 
Europe! 

The answer, according to  Messrs 
Stopford and Baden Fuller, is no, because of 
the deep-rootedness of the existing variety. 
The French want their washing machines to 


load from.the top; Britons load from the 
front. West Germans. insist on high 


powered machines that can spin most of the 
dampness out of their washing; Italians pre- 
fer slower spin speeds, and let the southern 
sun do the drying. Combined with national 


: differences in electrical standards, the com- 


plexity of creating so many different ma- 


. chines overwhelms economies of scale. 








Electrolux each control more than a tenth — 


ltaly (where Electrolux bought the leading | 


cent years, says this.study, they have 
:among the least profitable European 
-ducers of washing machines—though, 
^, the-authors admit, Nor pb dide ro 
are difficult to identify, let alone có 
"Much more profitable, say the authors, ha 
been firms dominating a single natio 

 market—like Hotpoint (which for years. 


ket), Thomson (two-fifths of the Fr 


iud. their local dominance. Distributio 
.. Systems vary dramatically from cou 


the other. 


Selves spending relatively more on each m 


may be best to stick to one's home turf. 


message. Other manufacturers are lookin 







































These foibles have so far frustrate 
plans of Holland's Philips and Sweden's 
AR the first firms to try to create Eu- 
ropean-wide white-goods firms. Philips an 


of the total European market for washing - 
machines. That is nearly twice as much as - 
their nearest European rival, a joint venture - 
between West Germany's Bosch and Sie- 
mens. But neither Electrolux ds Philips - 
dominates any individual national market - 
except for their smallish- home markets and. 


local supplier, Zanussi). 

Both Philips and Electrolux have had 
their problems in presiding over a collecti 
of smalltó-middling market shares. In. r 


held more than a quarter of the British 


market) and Bosch-Siemens (a quarter 
West German market). 
«National champions can tenaciously d 


country. In Britain most washing machin 
are sold through national chains specia 
in white goods. In Italy white goods are 
through a profusion of small retailers, 
customers haggle over price. Market 
tricks learnt in one market are of stie v u 


Differing languages i retail syste 
mean that advertising and distribution must 
be arranged separately irt each country. So 
firms with small national shares find them- 


chine than national champions. Mr 
Stopford. and Mr Baden Fuller estima 
that, all other things being equal, a firm wi 
5-696 of the British market has roughly a 
1296 unit-cost disadvantage against a fir 
with 2596. of the market, because of adverti 
ing and distribution costs; a firm with 1 
would have a 2096 disadvantage. : 
One obvious conclusion to draw is tha 
in tackling Europe’s uncommon market, it 


Hotpoint, for example, is concentrating c 
Britain. But that is not the only possib 


for new.ways of transferring strength in o 
national market into another. 

One bright idea comes from Electrolux 
It wants to create a world-scale business i 
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white-goods components as well as in the 
machines themselves. Many of the differ- 
ences between the machines sold across Eu- 
rope can be achieved by putting the same 
parts together in different combinations. A 
pump is a pump is a pump. Euro-giants 
might manage to exploit the economies of 
scale in component production. 

West Germany's Miele persists in seek- 
ing synergy in washing machines them- 
selves. Its product line stresses function and 
quality. It is trying to sell its machines at the 
top end of markets across Europe, in the 
hope of becoming the Rolls-Royce of wash- 


ing machines. Alas, this does not play well 
on its home patch. Machines that are at the 
top end of everybody else's market are only 
upper-middle in West Germany. 

Most of the big manufacturers are really 
just groping forward, with a vague intention 
of being flexible enough to cope with what- 
ever surprises 1992 may throw up. Some 
manufacturers are swapping executives be- 
tween countries in order to share skills and 
encourage co-operation. Some are redesign- 
ing products to use more bought-in compo- 
nents. Some, quietly, are exploring joint 
ventures with other white goods firms. 





Mexico 


What's $3.5 billion between friends? 


MEXICO CITY AND WASHINGTON, DC 


While calls have resumed for imaginative ways to reduce Latin America's 


debt burden, the American government has sought to preserve its eai 
a hard-liner: no government bail-outs of banks, strict observance of ' 
prescriptions as a condition for reschedulin 
unges, America rushes in to offer $3.5 billion to Mexico, with few 


price p 


and new loans. Now, as the oil 


conditions. Other hard-pressed borrowers will take note 


HE American loan to Mexico signals a 

new phase of the Latin American debt 
saga. Instead of the American Treasury and 
Federal Reserve Board relying on the IMF 
and commercial banks to send emergency 
packages to distressed borrowers, the Amer- 
ican government. will finance the rescue 
packages itself for countries that are geo- 
politically important to it. 

Hitherto America has been arm-twist- 
ing international agencies such as the World 
Bank and iMF to achieve its goals. The 
Americans first did this with Egypt in May 
1987. They pressed the Fund into attaching 
only loose conditionality to a $325m lending 
agreement for Egypt. They were so heavy- 
handed in their persuasion that one senior 
IMF official resigned in disgust. Egypt man- 
aged to observe the IMF programme for less 
than six months but was able to reschedule 
its debts to western governments because of 
the Fund's stamp of approval. The Ameri- 
cans continued this approach by inciting the 
World Bank to lend $1.2 billion to Argen- 
tina last month against only the skimpiest of 
economic promises. 

Mexico is a more deserving case for 
help. The country's GDP is 342% lower now 
than when it ran out of foreign exchange in 
1982 and had to reschedule its foreign 
debts. Yet it is opening up its economy. It 
joined the General Agreement on Tariffs 
and Trade (GATT) in 1986 and its tariffs are 
now down to an average of 1196. For the 
past two years Mexico has been the good 
boy among the Latin debtors. Its foreign-ex- 
change reserves had been climbing; its eco- 
nomic restructuring had continued; this 
month the government's budget deficit was 
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only 2.5% of GDP (on an annualised basis) 
compared with 18% last year. Non-oil ex- 
ports produce over half Mexico's export 
revenues and are still increasing: in 1982 oil 
made up almost three-quarters of exports. 
Early in 1988 it seemed that Mexico's econ- 
omy was ready for sustained non-inflation- 
ary export growth. 

The latest slump in oil prices has put a 
stop to those hopes. Even government econ- 
omists concede that the country's economy 
will shrink by 296 this year. The fall in oil 
prices has cut dollar earnings and govern- 
ment revenues and threatens to derail the 
Mexican government's plan to stimulate the 
economy next year under its new president. 

[t also indirectly threatens the country's 
great economic achievement of this year: the 
scotching of inflation. Mexico's inflation 
has dropped from an annualised 17596 be- 


1982 84 86 


88est 1982 84 86 88 monthly— 
Sources: IMF; EIU Country Credit Risk Service; Manufacturers Hanover 





tween July and September last year year to 
9.596 for the same period this year. Indeed 
September's inflation figure of 0.696 was the 
lowest in 12 years. Part of this was the result 
of a wage-and-price restraint deal between 
government, employers and unions which 
had been due to end when President Miguel 
de la Madrid hands over to his successor Mr 
Carlos Salinas in December. Thanks to the 
American loan, this pact will now be contin- 
ued into the new presidency. 

The reduction of inflation is also attrib- 
utable to an even riskier policy: holding the 
peso steady at around 2,300 to the dollar. 
When this policy started at the beginning of 
the year, Mexico was in the happy position 
of receiving returning flight capital. This 
helped push up reserves to around $14 bil- 
lion in May. But the capital started to dr: 
ble away again as investors anticipated 
large devaluation. Mexico's foreign reserves 
have fallen by a third—or more than $4.5 
billion—since their peak and continue to 


1982 84 86  '—88monthly — 





THE ECONOMIST OCTOBER 22 1988 





mirably libera 





Mr Michael Dukakis. Despite having 


now decided that “economic patriotism” 
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ca's presidential election next month. He 
began his attack on foreign investment 


with a speech at a car-parts factory i: in early 
October. (Embarrassingly, he was un- 


jesse eredi 


aware that it was owned by an Italian 
firm.) 

Mr Dukakis is following behind an in- 
creasing army of economic patriots. in 
America, from whom a substantial body 
of work has emerged. A main book of ref- 
erence is a bestseller published early in 


tion". On trade, a standard text has be- 
come "Trading Places", a book by Mr 
Clyde Prestowitz, formerly a grappler with 
Japan at the commerce department. 


mon is that they tend to claim a line of 
descent from a book that was published in 
France in 1967: "Le. Défi Américain" 
("The American Challenge") by Mr Jean- 
Jacques Servan-Schreiber, a journalist, 
publisher and radical politician. Accord- 
ing to the Tolchins, Mr Servan-Schreiber 

"warned that an invasion of Europe by 
American multinationals was dominating 
its economy and destroying its traditional 
industries". Now that America faces le 
défi Japonais, it seems reassuring to them 
that Europeans were worried about simi- 
lar things in the 1960s. 

There, however, the similarity ends. 
Today's American economic nationalists 
talk of “reciprocity”, "level playing fields" 
and "unfair trade". Their typical response 
to foreign investment is suspicion mixed 
with a certain indignation; tough mea- 
sures are needed, they argue, to stop assets 
falling into unfair foreign hands. 

That was not Mr Servan-Schreiber’s 
response. lt is worth reading his book 
again (or, indeed, for the first time), to see 
how an economic nationalist can in fact 
remain a liberal, in favour of free trade 
and open markets. Or Mr Dukakis could 
go to see him, for he is now at Carnegie- 
Mellon University in Pittsburgh. 

Mr Servan-Schreiber's basic prineipi. 
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If you must be an economic nationalist ike a 
ques Servan-Schreiber’ s 21-year-old “ 


Q'CONOMIC nationalism refuses to go 
away. The latest despérate convert is. . 


rubbished the protectionism of Mr Rich" 
ard Gephardt during the Democratic pri- 
maries earlier this year, Mr Dukakis has.. 


offers his best.chance of winning Ameri - 


.1988 by Martin and Susan Tolchin called. 
Buying Into America: How foreign 
money is changing the face of our na- 


One thing that books and speeches. | 
about foreign investment have in com- . H 











other look at Jean- Jac- 
Je Dé i Américain”. Ít was ad- 








was that hei invasion of Europe by TW 

“can multinationals was an effect, not a. 
. Cause; a symptom, hot a disease in itself. lt 
-showed that European industry was doing 
~ something wrong and that Europe's econ- 


omies were being mismanaged. The cor- 
rect response to the American invasion, 
in his view, was to address its causes—bad 
policies, badly run companies—rather 


than to try to keep out American firms. 


Indeed, he argued that to adopt restric- 
tive measures on trade or investment 


would be doubly self-defeating: not only 
"would Europe lose the manufactured 


' Foreign direct investment in the United States 


1977 79 81 83 85 87 
Source: Department of Commerce 


goods that it needed, but the banned in- 
vestments would go to other countries, 


making them more competitive. Most 


memorably, he wrote that: 


Nothing would be more absurd than to treat 
the American investor as ‘guilty’ and to re- 

_ spond by some form of repression. No matter 
how determined we are that Europe be mis- 
tress of her destiny, we ought not to forget 
what Alexander Hamilton said in 1791 about 
foreign investment in the United States: 
‘Rather than treating the foreign investor as 
a rival, we should consider him a valuable 
helper, for he increases our production and 
the efficiency of our businesses’... What to- 
day seems like an enormous 'rummage sale' 
of our industry to the Americans could, para- 
doxically, lead to our salvation. 


Mr Servan-Schreiber may have been 


guilty of exaggerating t the American inva- 


to create firms large enough to compete 


sion in order to make his point, Hes wa 
also unashamedly nationalist, believin 
that European civilisation would die if 
then-present trends continued. This 
would happen partly because American. 
multinationals would do their best re- 
search and innovation at home rather 
than in Europe. Technology would leave. 
Europe behind. 

Despite such alarmism, in another re f 
spect he was two decades ahead of his | 
time. Mr Servan-Schreiber's main policy | 
recommendation was that the European. | . 
Community needed to be strengthened in. | 
order to create a genuine common mare ] - 
ket. His views would have been too feder- ` 
alist for Margaret Thatcher's tastes, but 
she would agree with his faith in free, 
open markets. None of the member states, 
in his view, was large enough or strong 
enough to support efficient production in 
all areas of advanced technology. He 
wanted 1992 in 1967. He also wanted to 
encourage Europe-wide mergers in order 












































with the Americans and to match what he 
admired about their multinationals: man- 
agement techniques and organisation. 


Parochial paranoia 
Contrast that with the Tolchins’ views in. 
"Buying Into America". They allege that: 
"some of these foreign businessmen have: 
hidden agendas, including the destruction. 
of American competitors and the acqui- 
sition of American technology", and urge 
that investment be controlled. They ask 
whether it is better for America that an. 
independent Firestone or Japan's 
Bridgestone should corner the market for- 
truck radial tires. Mr Servan-Schreiber's 
book would have agreed with their senti- 
ment that America should prefer Fire- 
stone, but only if there were a way to make 
an "independent Firestone a better com- 
pany than its Japanese purchaser. If not, 
he would rightly say, Americans would: 
only have impoverished themselves had: 
they protected a bad national firm from 
better foreign owners. B 

Today's American nationalists reply. 
that this is fine in a theoretical world of 
open markets, but in practice America is. 
the only economy that is open. It must not. 
let foreigners in if they do not give Ameri- 
can firms equivalent access. This argue . 
ment is inaccurate (if other countries arë 
so closed, how did American firms "in- 
vade" Europe in the 1960s?), and also ir 
rational. It is odd to want to stop foreign- 
ers bringing in their money and creating. 
jobs, on the grounds that American firms 
are barred from sending their money 
abroad. If Japan prevents American firms 
from shipping money and jobs to Osaka, 
more fool Japan. America needs all the 
clever investment it can get. l 
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. tumble. Even the government's tight mone- 
tary policy, which offers real interest rates of 

2096, has failed to staunch the outflow. 
[^ The American cash infusion may allow 
Mexico to drop this talismanic but damag- 
ing policy. The knowledge that America will 
- bail Mexico out before things get rough 
- should give investors more confidence than 
 anunsustainable exchange rate. 
The too-strong peso has contributed to 
a headlong fall in Mexico's trade surplus. 
Two days after Mexico announced the 
American deal, the budget ministry released 
figures showing that Mexico's trade surplus 
for the first eight months of 1988 was a pal- 
. try $2.5 billion, compared with $6 billion in 
— the same period last year. A surge in imports 
of consumer goods—they are up by a whop- 
ping 12396 this year—has followed in the 
wake of the strong peso and GATT-inspired 
- lower import tariffs. 
The slump in the oil market has hit 
Mexico's export revenues hard. For each $1 
-. fall in the price of oil Mexico gets around 
- $500m less in export revenue. Mexico had 
- expected to realise about $8 billion from oil 
- exports this year, budgeting for an oil price 
of $15.50 per barrel. The state oil monopoly 
PEMEX says its average price per barrel is now 
- $10.75. The fall might cost Mexico at least 
EU 5 billion. 

The IMF and the World Bank will help 

- Mexico fill this hole. The Fund might lend 
Mexico between $300m and $900m. The 
— Bank may make structural-adjustment loans 
of roughly $1.5 billion. Both institutions are 
already big spenders in Mexico. Mexico 
— owes $5.4 billion to the Bank and $5 billion 
. to the IMF. 
| Despite such help Mexico will need still 

— more money from its bankers if its economy 
. is to resume 4%-a-year growth—the least 
— Mexican economists say the country needs 
to absorb its growing population. As the 
bulk of Mexico's rescheduled bank loans 
- now fall due in the next century a further 
rescheduling cannot help Mexico much. 
Mexico's finance minister, Mr Gustavo 
= Petricioli, suggested in his speech to the IMF 
in Berlin last month that Mexico would 
. need a blend of new money from banks, 
debt forgiveness and money from western 
- governments. Ingredient number three has 
. now been delivered in style. 













. Philip Morris and Kraft 


Cheese whizz 


. NEW YORK 


T WOULD be the second largest takeover 
ever (after Chevron's purchase of Gulf in 
1984). It would create the world's biggest 
consumer-products company, with sales of 


$38 billion a year. And it would be a fine 
1 case study in the notion that, in the food 
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Come to where the flavour is 


business, big is beautiful. If successful, Philip 
Morris's $11.5 billion offer for Kraft will put 
together America’s largest maker of ciga- 
rettes (Marlboro and Benson & Hedges); its 
biggest maker of processed food (Maxwell 
House and Bird's Eye) and its leading maker 
of cheese products (Kraft). But why do that? 

Perhaps because, like Grand Metropoli- 
tan which is bidding for Pillsbury, Philip 
Morris is trying to become a “global” food 
company. By buying Kraft, it will double its 
food business. So, says the theory, it will be 
big enough to reap economies of scale in ad- 
ministration, marketing and distribution. 
The question is: do such economies really 
exist? 

Once a food company has reached a cer- 
tain size there are few economies of scale to 
be gained by doubling the scale of its opera- 
tion. Indeed, there may even be disecono- 
mies. In America, unlike in Europe, manu- 
facturers do not need their own distribution 
networks; they can sell to retailers through 
independent distributors. 

Ironically, Philip Morris's own General 
Foods division is one of the best examples of 
diseconomies of scale. Long ago, the com- 
pany built a vast network linking the con- 
glomerate’s smaller companies in order to 
capture these supposed economies. They 
failed to materialise—and General Foods 
merely ended up with layer upon layer of bu- 
reaucrats who added to costs and made deci- 
sion-making worse. 

The consequence was that General 
Foods has been failing to keep pace with the 
changing tastes of baby boomers, The 
growth of its traditional brands has slowed, 
while attempts to launch new products 
flopped. Last year Philip Morris split Gen- 
eral Foods into three and scrapped most of 
its headquarters staff. Its aim was to speed 
up decision-making and to narrow the gap 
between decision makers and those manag- 
ers who know the details of the market. 
Philip Morris says that it intends to keep 











Kraft independent. 

So why is Philip Morris willing to offer 
50% more for Kraft than the stockmarket 
had thought it was worth? One reason is 
simply that Philip Morris is likely, over the 
next five years, to be accumulating cash at 
an estimated rate of $2 billion a year. Man- 
agers will either have to do something with 
the money, or face takeover. 

Philip Morris cannot sensibly re-invest 
this money in the cigarette business. The 
firm already depends more on tobacco than 
its rivals do: last year tobacco accounted for 
53% of its revenue and 80% of profits. 
Though the proposed merger would reduce 
dependence on tobacco to 39% of revenue, 
that is still too much for some health-con- 
scious Wall Street analysts. Kraft, on the 
other hand, would beef up Philip Morris's 
food operations without too much overlap 
with General Foods. The trick will be mak- 
ing It pay. 

Philip Morris cigarettes remain more | 
crative than food. Sales and profits from t 
bacco both grew by 15% last year. Although 
the volume of domestic sales is stagnant, 
profit margins continue to widen as ciga- 
rette prices outpace consumer prices. More 
important, exports are soaring, helped par- 
ticularly by the opening up of the Japanese 
and Taiwanese markets. Philip Morris in- 
creased exports by 40% in volume terms last 
year. Nevertheless, like other tobacco com- 
panies, Philip Morris is worried that the to- 
bacco industry is slowly dying. 

The company's efforts to diversify have, 
so far, not been a success. Sales at General 
Foods and Miller Brewing, a subsidiary, are 
growing by only around 5% a year—less 
than half the average for these industries, 
while operating margins are also well below 
par. Despite its reorganisation, General 
Foods still seems to lack a recipe for growth. 
Kraft could perhaps provide some of the in- 
gredients. Having divested itself of all its 


non-food businesses, such as Duracell bat- 
BUSINESS continues on page 81 > 
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OUR VIEW OF THE 
WORLD 


Over the past decade the rapid growth 
of new markets and new financial 
products has provided institutions and 
individuals alike with a wider choice of 
opportunities than ever before. To evalu- 
ate and compare these opportunities, 
investors must rely on the support 
and comprehensive services offered by 
an investment house with an inter- 
national network of offices providing 
execution capability. 

James Capel is an active and inde- 
pendent participant in every 
major market. From Edin- ( 
burgh to Seoul and from # 
Paris to Auckland, we have _ 
branches, offices or affili- 
ated companies in the majo 
financial centres on four con 
tinents. We have been involved 
in these markets for longer than most of 
our competitors and we believe there is no 
substitute for experience when it comes 
to judging different market conditions. 

Our original research reflects the de- 
tailed analysis of the constant interplay of 
economic and investment information. 
But the value of research is limited with- 
out a closely integrated distribution 
network and efficient execution. 

Our distribution capability, like our 
research, is international. Our experience 
in settling business in all securities and 














currencies is of significant benefit to those 
investors moving into unfamiliar markets 
for the first time. We trade Philippine 
stocks for Germans, Australian stocks for 
Scandinavians, French stocks for Ameri- 
cans and Japanese stocks for the Japanese. 
We also have the largest share of client 
business in the UK stock market. 
The basis of our strength is to be found 
in the quality of our research. 
We have been consistently voted the top 
international research house in surveys 
conducted by leading financial 
A information services and 
A magazines such as Extel, 
| Euromoney, institutional 
| Investor and the Sunday 
Times, to name but a few. 
P With over 100 analysts in 11 
countries our international 


coverage is respected throughout the 


world for its level of detail, its insight 
and its objectivity. 

Amidst the changes brought about by 
the deregulation of financial markets, 
many investors still want and need the 
services of a broker who is primarily an 
agent rather than a market maker. In our 
experience, this allows us to give our clients 
the single-minded attention they need. 

Service is more than just a slogan 
at James Capel, it is the foundation of 
our business, 


James Capel 


THE GLOBAL INVESTMENT HOUSE 








James Capel & Co., James Capel House, P.O. Box 551, 6 Bevis Marks, London EC3A 7JQ 


Telephone: 01-621 0011. Telex: 888866. Fax: 01-621 0496, 


Member of The Securities Association. Member of The International Stode Exchange. 


£ James Capel refers to a group of companies based in London, England 
which provides investment services in a variety of markets, 
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CAN YOU SEE 
THE VOICES — 
CALLING? ... 





They're calling 
on beams of light 


Thousands of voices on every beam. 
Tens of thousands. Soon even hundreds of 
thousands. As many as we want. Because 
there s almost no end to the number of voices 
you can slip into a light beam —a beam no 
wider than a human hair. 

The beams taking voices through this 
scene —a swamp in the American South — 
were putthere by US Sprint, one of America's 
fastest-growing, independent long-distance 
telephone companies. 


America's first nationwide 
digital network 


US Sprint dreamed of building America’s 
first and only nationwide digital fiber optic 
telephone network. A network from coast 
to coast and border to border. One that 
would deliver sound so impossibly close, so 
incredibly clear, that no one would believe 
they were talking long distance. 

They made that dream come true. 
And we helped them. We installed all the 
electronic repeaters and switching systems 
in the network link that runs from Houston 
to New Orleans, through the bayous and 
swamps of Louisiana. 


We're Fujitsu 


We're Japan's number one computer 
maker. And we're one of the world's top 





telecommunications makers, with a reputa- 
tion for excellence in fiber optics and digital 
Switching systems — and in satellite, sub- 
marine and microwave communications 
systems, and all the advanced semicon- 
ductor components that go into them. 

This combined communications and 
computer experience makes us a leader in 
futuristic voice and data communications 
systems like ISDN. And just right for US 
Sprint. 





Lightwave equipment for Fujitsu's U405Mb/s 
fiber optic system for US Sprint. With its full line of fiber 
optic systems from 2Mb/s to 810Mb/s, from 30 
channels to 12,096, North American hierarchy or 
CEPT, Fujitsu can give you exactly the digital trans- 
mission capabilities you need 
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The global computer & communications company. 


Innovation WILLIAM THE CONQUEROR 
AND AIR SUPERIORITY -c` tre 


most decisive battles in the history of the world was 
fought. William, Duke of Normandy, ventured an inva- 
sion of England in the face of a formidable opponent. 
But one of the reasons that gave him the confidence to 
try such a risky undertaking was that he had a recently 
invented technological edge that the English did not. 

That edge was the stirrup. 

While the English rode to the battlefield, they fought 
on foot; conventional wisdom being that the horse was 
too unstable a platform from which to fight. But the 
Norman cavalry, standing secure in their stirrups, were 











77, Bayeux, France 





able to ride down the English, letting the weight of their 
charging horses punch their lances home. 

This technological edge led to the conquest of 
Britain. Without it, William might never have attempted 
Such a perilous war. And this very ad might have been 
written in Anglo-Saxon. 

There are two lessons here, lessons that have 
been repeated endlessly throughout history. The first 
is that technological differences can lead to the rise 


or downfall of great civilizations. The second is that, 


emboldened by such advantages, a potential adversary 
May risk war. 

The laws of history have not changed. In our own 
time we find ourselves jockeying for the technological 
edge. The Warsaw Pact is expected to produce an 
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air Superiority fighter in the mid-1990s. This is where 
Americas Advanced Tactical Fighter comes in. A 
culmination of the most far reaching technology in 
history, the ATF will effectively check a potential imbal- 
ance in air defense, and so preserve stability. 

If, almost a millennium ago, the English had had 
some effective counter to the Norman cavalry, William 
might have had second thoughts about crossing the 
Channel. Applying that timeless lesson today, we know 
that defenses such as the Advanced Tactical Fighter 
will give second thoughts to anyone thinking that now 
IS his chance. 
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Giving shape to imagination 
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When you stay at The Peninsula Group Hotels with 
the American Express Card, you find 


our commitment to service has a distinctive edge. 


A beautifully presented consommé captures the essence 
of The Peninsula Group's unique commitment to excellence. 
In Hong Kong it shines through in the splendour of The 
Peninsula and the modernity of The Kowloon Hotel. You'll 
also discover the same sense of style in the extensive business 
facilities of The Garden Hotel, Guangzhou, the warm 
hospitality of The Manila Peninsula and The 
Portman, San Francisco. 

A commitment to excellence is also the 
cornerstone of the American Express 
philosophy. This means ensuring Cardmembers 
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The Peninsula, Hong Kong « The Kowloon Hotel, Hong Kong « The Manila Peninsula, 
The Peninsula, London (opening late 1990) « The Peninsula, New York (lare 1988) « The Belvedere, 


the privileges of unparalleled service. Take for example, 
Assured Reservations" available at any Peninsula Group 
hotel. With it, your room will be ready and waiting no matter 
what time of day or night you arrive. However, if you have 

to cancel your room, simply call the hotel before 6 p.m. 

local time and ask for a cancellation number so you won't be 
billed later. 

The Peninsula Group Hotels. 
The American Express Card. 
Together they give you a world of 
privileges. 
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Manila « The Garden Hotel, Guangzhou « The Portman, Shanghai (opening late 1989) 
Beverly Hills (opening 1990) « The Portman, San Francisco (A Peninsula Group Hotel Affiliate) 
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teries, Kraft is enjoying one of the fastest 
rates of profits growth in the industry. Kraft 
would provide Philip Morris with two 
things: a proven management team it could 
use to freshen up General Foods, and a ros- 
ter of leading brand names. 

Kraft is the market leader in natural and 
processed cheese, salad dressing, ice cream 
and barbecue sauce. Brand strength is more 
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important than ever today, because the food 
industry has become more product-competi- 
tive rather than price-competitive. In recent 
years, the balance of power in the food in- 
dustry has shifted a bit in favour of the re- 
tailers and a dominant market share—in a 
given product line rather than generally 
across the whole industry—has become the 
best way to guarantee shelf space. 





Foreign business in Japan 


Drive on, Fritz 


TOKYO 


as if 


mestic economy are c 


eign firms are tackling their new oppo 


FOR a good example of 
how quickly Japan's 
market is opening, look 
at cars. In 1986, foreign 
firms were grateful that 
they were taking as much as 296 of new reg- 
istrations in Japan. This year, their share is 
likely to be 3.796; next year, some European 
firms reckon, 496; and by 1995, according to 
Mr Luder Paysen, the president of BMW’s 
Japanese subsidiary, foreigners may supply 
as much as 1096 of the Japanese car market. 
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Chevalier Maurice 


| 

| 

| AURICE who? The winner of this 

| year's Nobel prize for economics is 
a chevalier of the Ordre de l'Economie 
Nationale and an officier of the Légion 
d'Honneur, but Professor Maurice Allais 
is almost unknown in the English-speak- 
ing world. Economics, it often seems, is a 

| purely English-language science. It is not 
surprising, then, that the Nobel commit- 
tee should want to choose a non-Ameri- 
can winner (Professor Allais is the first 
French citizen to win the prize). It is per- 
haps more surprising that they should 
have chosen the 77-year-old Mr Allais in 
preference to the better known Edmond 
Malivaud—who may, however, be better 
known mainly because he has written ex- 
tensively in English. 

A few Anglo-Saxon economists know 
the new laureate as the founder of the 
Allais paradox, which concerns the the- 
ory of individual choice in the face of un- 
certainty. The Nobel prize, though, was 
awarded not for this, but for his research 
into an obscure branch of economic the- 
ory. And, as befits the recent patterns of 
Nobel economics prizes, his work has 
stood the test of decades: Mr Allais’s most 














Five years ago, expatriates posted to their firm’s Japanese subsidiaries felt 
ey ware hence’ for Siberia. The risen yen og ms boo 


ming do- 


article begins a series on how for- 


rtunities 


Optimistic as this may be, that would be far 
smaller than importers’ 30% share of the 
American market, but about the same as 
Japanese firms’ share of Europe's partly- 
open market. And it would imply rapid 
growth. 

One reason is simply that Japan has 
abolished almost all its formal barriers to car 
imports. The European Community's mis- 
sion in Tokyo says that last year it presented 
a list of 32 remaining obstacles to imports it 
wanted done away with. Thirty of them have 
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important works were published in 1943 
and 1947. The first, later republished as 
"Traité d'Economie Pure", ran to 900 
pages; the second, "Economie et Intérêt”, 
800 pages. In these, he provided math- 
ematical proofs that, in an abstract model 
of a market in which goods are traded be- 


tween households and firms, equilibrium 

















































iii PET y E TT INESS 
— 
gone: the two that remain are about head- 
light design and speedometer tolerance. - 
More important, Japanese consume rs’ 
buying habits are changing. Foreign cars stil 
have snob value, but owning one no longe 
carries the stigma of being unpatriotic. Peo. 
ple are buying smarter cars, more Japs nese 
are rich enough to be snobs, and the big-ca 
sector is the fastest-growing part of Japan's 
car market, Last year imports supplied only 
1.8% of all the cars under two litres which 
were sold. They took more than a third of 
the (much-smaller) market for those over 
two litres. * 
So far this year five West German 
marques have supplied 7096 of all Japan's 
foreign cars—seven times the number f om 
America. They owe their success partly toa 
reputation for stylishness as well as igh 
quality, about which Japanese cons ners 
are particularly choosy. West German car 
firms have, moreover, taught other import- 
ers four tactics for selling in Japan: - 
è Building an independent dealer net- 
work. Until 1981, all foreign cars in Japan 
were sold through exclusive arrangements 
with Japanese importers. Foreign cars were 
often sold in the same showrooms as dor Yes- 
tic competitors’. But when its distributor 
ran into trouble, BMW decided to set up an 
independent dealer network. Its sales rose 
from 15,000 cars in 1986 to 21,000 in 1 987 
1988 may see sales of 25,000 or more. That 
was only a quarter of its (falling) sales n 


prices are "efficient"—that is, nobody - | 
can become better off without making | 
somebody else worse off. These tomes also. 
provided the groundwork which enabled | 
Mr Allais's pupil Gerard Debreu (the | 
1983 Nobel laureate) to prove that equi- 
librium in a perfect market can exist and 
is stable. | 

Though the conditions under which 
these abstruse results hold are not met in 
real life, they matter because they show 
that the law of supply and demand works | 
in theory as well as in practice. This may | 
make Mr Allais sound like the kind of |] 
economist who assumes a non-existent - 
can-opener and tries to open tins. In fact, || 
he has applied his research in the real || 
world. He has written about how to run 
public monopolies more efficiently, and 
figured prominently in debates on plan- 
ning in France after 1945. 

Mr Allais was the first discoverer of a | 
"golden rule” of economic growth—that _ 
to get the right amount of investment to 
maximise consumption per head, the rate 
of interest needs to equal the rate of popu- 
lation growth (a rule normally credited to 
last year’s Nobel prize-winner, the Ameri- 
can Robert Solow). And Mr Allais has not 
lost his touch: he accurately predicted last 
year’s stockmarket crash. 
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erica, but then America's car market is 
e than three times bigger than Japan's. 
edes Benz has also set up its own net- 
, parallel to its traditional importer's, 
h will start work at the end of this year. 
ffering cheap credit. Japanese car deal- 
tend to use car loans as a source of reve- 
e. Both Bmw and Mercedes treat them as a 
keting tool. They keep the interest rates 
nd lengthen the repayment period. As 
ult, they claim that monthly repayments 
n their small cars are about the same as on 
apanese equivalent, even though their 
s are twice as high. 
pending heavily on marketing, and 
argeting wisely. Mercedes's advertising 
oncentrates on Japan's most respected eco- 
omic daily newspaper, the Nihon Keizai, 
d by 50% of its customers; BMW spends 
£600m ($4.7m) a year on weekly 60-second 


rime-time television spots. They stress im- 



















— K^ YOVERNORS of the London Busi- 
| ness School (Lgs) have a new and 
embarrassing case study on their desks (by 
the merest chance, it has landed on ours, 
too, which is even more embarrassing). 
Entitled “Issues Facing the London Busi- 
I. ness School", the study was commis 
. sioned by two governors of the school— 
Sir Peter Walters, the chairman of BP, and 
Mr David Sainsbury, a director of J. 
Sainsbury. Its author, Mr Tom Glynn 
- Jones, a management consultant, has pro- 
vided a kind of map for the soon-to-be ap- 
pointed successor to the school's retiring 
principal. The study may simply depress 
candidates instead. 
Mr Jones's description of LBS is some- 






































age rather than performance. 
e Cutting prices, but not much. 
Mercedes boasts that its 199E compact model 
costs 7% less now than it did in 1984. BMW 
says it has kept its prices stable for several 
years, helped, it says, by having its own deal- 
ers. Its top-of-the-line 750iL car costs ¥13.5m 
($100,000) compared with ¥16.9m for 
Mercedes’ top car, the 5605EL, which is still 
sold through an import agent; the cars cost 
roughly the same in Europe. The rise of the 
yen, meanwhile, has allowed both firms to 
take fatter profits. Last year, BMW’s pre-tax 
profit margin rose fivefold to Y? bil- 
lion— 333,000 on every BMW registered. 
One future danger is that Japanese car- 
makers are beginning to make competing 
big cars at home as well as abroad. Both 
Nissan and Toyota have launched new, 


upmarket models. But so far they still lack 


the cachet of imported cars. 


Conservative, narrow, boring... loo re 
search oriented . ., The best finance school 
in Western Europe but it has done nothing 
for general management... 1992: LBS has 
largely ignored it. . . Says it is European and 
international. It is neither . . . No well of new 
issues, new ideas. 


Mr Jones notes that nowhere in LBS's stra- 
tegic plan can he find forecasts of faculty, 
students, programmes, salaries, income 
and expenditure—or a discussion of the 
sort of training which managers will need 
in the next ten years. Presumably, busi- 
ness professors should be expected to pro- 
vide such forecasts, as they would expect 
them from their students. 





malheureux 


PARIS 


RANCE'S Socialist government is fac- 

ing an old-fashioned challenge to its at- 
tempts at austerity: angry public-service 
workers and a weakening of the franc. Two 
days of strikes have brought out many 
railwaymen, teachers, gas and electricity 
workers, postmen, and transport workers; 
nurses are considering whether to continue 
a two-week-old strike. The finance minister, 
Mr Pierre Bérégovoy, has said he is not 
about to jeopardise five years of disinflation 
by "printing money", adding that he is 
ready to raise interest rates to defend the 
French franc. 

The problems, as so often with publi 
sector strikes, derive from economic success. 
French growth for 1988 may be as high as 
3.196. Last spring the government was pre- 
dicting around 296. Even state-owned steel 
and car companies are reporting big profits 
for 1988. Manufacturing prices are not surg- 
ing; investment is. Moreover, higher-than- 
expected growth means bigger-than-bar- 
gained-for tax and social-security receipts. 

So can the government afford large pub- 
lic-sector wage rises? Hardly. Many plants 
are working close to capacity. Production- 
expanding, as opposed to cost-cutting in- 
vestments, are only just beginning to show 
their effects. Injecting more spending power 
in these circumstances could, says the gov- 
ernment, lead to bottlenecks or to an even 
bigger import bill. 

The government was hoping to defuse 
this autumn's labour trouble with a nod- 
and-wink approach. It planned to sweeten 


school’s £5.6m total annual income. To 
make up for the loss of government 
money going private would entail, LBS 
should in theory be able to double the 
cost of its MBAs without pricing itself out 
of the market—but only if it teaches what 
managers need to study. 

Mr Jones criticises LBS for spreading its 
net too widely—it runs the gamut of busi- 
ness courses. He says it should focus on its 
MBA programme, and courses aimed at 
preparing top British executives for inter- 
national competition, especially the | 
changes which will occur in Europe after | 
1992. With only weeks to go before the | 
naming of a new head for Les, the report | 
leaves the school's governors facing two | 

| 
| 
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questions: whom to pick from the short- 
list, and what comments to write on the 
copy of the first case-study the new princi- 
pal will have to cope with. 





agreed on ee public employees in 1988 vidi 
a. back-dated catch-up increase of perhaps 
another 1% at the end of the year. But strik- 


ers were less Patient than the government 


expected. 
. Strikes have. d to “nervousness 
about the franc, already suffering from a tur- 
bulent dollar and a rise in the D-mark. Re- 
cently, the French franc has nosed dander 
ously close to its floor of FFr3.43 to the D 
mark in the EMS. France’s record nitinthly 
trade deficit in August of FFr9 billion. com- 
pleted the bad news. 

As is his duty, Mr Bérégovoy stoutly 
maintains that there is no teason to devalue 
the franc. To back up his confidence, the 
Bank of France last summer lowered its in- 
tervention ráte to 6.7596. This quickly went 
back up to 796. In two days last week, the 





Wage whinge .. 


French real wages* 








First quarter 1982-100 2 OR 100 
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1982 — 83 84 85 86 — 87 88 
Source: INSEE: * Hourly wage rates adjusted for inflation 


Bank of Eanes bought the emurvalent: of 


FFr8.5 billion to defend its currency, ac- 


cording to reports. On October 18th; it 
-vised its intervention rate to 7.25%, ‘amid 
ports that the Bundesbank might lower i its 


rates. 

"As almost nothing in the inier 
economy would justify a run on the franc, 
and as the Rocard government says it will 
not bend, a lot now depends on the unions. 
Separate grievances in France have a way of 
snowballing, especially with public employ- 
ees, whose pay scales are closely linked: 

Faced with a right-wing Socialist gov- 
ernment, the Communist-dominated Con- 
fédération Générale du Travail wants to re- 
assert its power on the left. But it may have a 
more precise goal. Support for strikes this 
autumn is also a warning to Mr Rocard 
against trying to do what many previous 
governments have wanted to do but have 
failed: to reform the public sector's tangle of 
salary grids and seniority scales. These make 
it almost impossible for a French govern- 
ment to give merit or needy-case taises to 
one group of public employers without giv- 
| ing them to all. 
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The ar atomy of. a trade deal 


TORONTO 


Twenty years a 10 Canadian were wont ji a GDP per head stuc 
just four-fifths that of America’s wasn’t too 

rate national and political identity. Since then 
gap, but that hasn't stopped its soul-searching 


HE country's E to take place on 
November 21st, will be fought on the 


question: “Is the free-trade agreement with 


America good for us?" Two. weeks later, the 
world's tfade ministers meet in Montreal 
under the auspices of GATT for the mid-term 
review of the Uruguay trade round. If the 
ive gx Ir Brian 
s not re-elected, the GATTers face 
prospect of meeting in Canada just 
irt osts have apparently voted 
| e (both main. opposition 
parties oppose the free-trade agreement). - 

Or so it seems. In fact; the election has 
to do with the pros and cons of free 
cde Ra more to 3 do. wih ‘nationalism 




















on the brink of bankruptcy. This 
conglomerate accounts for about 10% of 
= countty’s GNP; its 300 or so compa- 
nies produce goods as varied as weapons, 
fridges: and sailboards. Koor's financial 
crisis was triggered when its New York 
: subsidiary failed to repay a $20m loan to 
- Bankers. Trust. On October 9th. the 
American bank filed a demand in the Is- 
raeli courts for compulsory liquidation of 
the Koor group; the court gave the com- 
pany a 30-day breathing space. 

In 1987 Koor lost $253m. Its debts 
have: reached’ $1.2 billion, of which 
$400m is owed to foreigners. Many peo- 
ple have sought to blame the govern- 





gramme has cut the rate of inflation from 

almost 50096 in 1985 to under 2096, 
partly by cutting subsidies and govern- 
ment purchases and by increasing real in- 
terest rates. Koor has also been hurt by 
Israel's declining competitiveness: the 
shekel has been all-but fixed against the 
dollar, while inflation has remained 
much higher than in America—its main 
export market. 

There is some force in these charges 
against government policy but the real 
blame lies deeper. Koor is owned by the 
Histadrut, Israel's: trade-union federa- 
tion, which also owns Bank Hapoalim, 
Koor’s biggest creditor, Traditionally, 
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.1911-——nationalism won hands down. - 


America. The trade across the 49th paral 







"OOR, Israel's ds company, is 


have arisen between the Histadrut’s 


as a manager and employer: it owns no. 


ment for ‘this: its anti-inflation pro- 































rice to pay for a sepa 
high nad: has almost closed d T 


trade-off for sovereign nations. That is wh 
the issue is so divisive and enduring for Ca 
nadians, and why this autumn's general elec 
tion will be the third in 97 years to be dom 
nated by it. In the first two—in 1891 an 


Canada undertook to negotiate a tra 
deal with America because it was worrie 
about its future in a world of regional tr: 
ing blocks: It has a relatively small domes 
market (25m-strong) and exports are wor 
the equivalent of 26% of GDP. An increasi 
proportion (now more than three-quarte 
of these export eggs are in one bas 


now represents the world's biggest two-w 
trading TERRA. | 
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the Hiedi s aim has been to prati : 
jobs, to use the resources of profitable. 
companies to support loss makers and to. 
invest for social rather than simply eco-. 
nomic reasons. Increasingly, conflicts. 


trade-union responsibilities and its role 


less than a quarter of Israeli industry. — 

When Koor tried to cut jobs and close . 
loss-making plants, the Histadrut usually: 
backed the workers. Mr Benny Gaon- 
took over as managing director in May. 
after the former boss, fed up with the 
Histadrut's interference, resigned. If Mr 
Gaon is to succeed in rescuing Koor, he — 
will have to break the cocoon in which it^: 
has been required to live. | 

Easier said than done. Though most. _ 
politicians accept that Israel must cast off 
its traditional economic ways, the coun- 
trys forthcoming general election has. | 
complicated Mr Gaon’s efforts to pre- 
vent the collapse of Koor. The Likud . 
party is using the troubles at Koor and: .- 
the company's close links with the La- 
bour party to embarrass its rivals. | 

Meanwhile, Koor faces an acute cash - 
shortage because its credit has dried up. 
It is discussing a bridging loan with local 
banks, the ministry of finance and the 
Bank of Israel. The price for any bail out 
is likely to be some shift in control from 
the Histadrut to the Treasury. 
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Given that interdependence, Canada 






he increasingly aggressive and capricious 
pplication of American trade law, in the 
orm of anti-dumping and countervailing 
_ duties against foreign suppliers, constituted 
threat to Canada far, far greater than the 
few tariffs which remain on exports to 
America. Around four-fifths of Canadian 
exports already enter America duty-free; a 
further 15% attract tariffs of under 5%. 
: But a cast-iron guarantee of access was 
not sellable to the American Congress. Can- 
_ada therefore has had to content itself with a 
bilateral dispute-settlement mechanism 
-which will offer somewhat securer access to 
| the American market through the impartial 
- application of existing American trade law. 
_ The matter of amending those laws is to be 
- considered in a separate process likely to last 
- for 5-7 years. 
- "That still leaves open the questions of 
-secure Canadian access to the Ameri- 
n market will prove to be and what—in 
ticular how much sovereignty—Canada 
as sacrificed in return. These are the sub- 
cts of the general-election debate. The 
sreement to eliminate virtually all remain- 
g bilateral tariffs over ten years 
“seen by many Canadians as 
art of the sacrifice. The struc- 
al upheaval and loss of jobs in — 
ficient Canadian branch 
nts which the move will engender, ‘the 
nking goes, will cancel out the gains from 
wer retail prices. 
.. Predictably, opposition politicians are 
usy stoking the nationalistic fires. Their 
ivourite concerns are those parts of the 
jreement dealing with energy, foreign in- 
tment and regional and social pro- 
grammes. Here is a guide to those concerns. 
— First, energy. The pact aims to seal in 
the deregulation that has prevailed under 
Mr Mulroney so as to reassure big multina- 
tionals—still leery of investing in Canada— 
that rd can safely invest the money needed 
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Doing the free-trade Beigie-woogie 


TORONTO 


F THE theory of Mr Carl Beigie, a Ca- 

nadian economist, on the ebb and 
flow of Canadian protectionism holds 
water, the fate of the American-Canada 
free-trade agreement is sealed. Accord- 
ing to Mr Beigie, Canadians—unlike 
most of humanity—are at their most pro- 
tectionist when their economy is doing 
well, As Canada has been the fastest- 
growing of the seven main industrial 
economies over the past five years, pro- 
tectionism has been on the rise. No won- 













-to exploit the coun is 
irited the trade deal to safeguard its access _ hard-to-extract energy resource 


tthe American market. As exporters saw — 


der that the two main een parties 


takes all sorts . ar E | 


The two sides have agreed (a). 
pose discriminatory export taxes on energy 
goods, and (b) in the case of the imposition 
of export restrictions to ensure that the 
other country has access to an unchanged 
proportion of supplies. 
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all ny: reincarnation of the 
Trudeau - pnt mer s National Energy 
Programme (NEP) of 1980. This was an at- 
tempt—conceived at a time of high oil 
prices—to use federal government interven- 
tion as a means of boosting Canadian own- 
ership in the energy industry and of garner- 
ing a greater share of its revenues. | 
Some Canadians may regard these com- 
mitments as.an unacceptable loss of sover- 
eignty. But Albertans who opposed the NEP 
for fixing the domestic oil price well below 
world levels and effectively transferring mil- 
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both want to.scrap the pact. | 
Most countries become less defensive | 
in good times. The reason for Canada's | 
apparent perversity lies in the country's | 
obsession with its dependency on the | 
United States. When times are good, Ca- | 
nadians feel confident enough to thumb | 
their noses at their powerful neighbour | 
and best. customer. In a recession, by 
contrast, this devil-may-care attitude 
evaporates and. a more characteristic Ca- 
nadian. eee reasserts. itself. It | 


—— M^ 





lions of dollars to en- 
ergy-consuming (and: com- 
patatively rich) Ontario. and 
Quebec, will regard them as a blessing. 
The trade deal-also affects investment. 
The threshold beyond which Canada may 
review the acquisition of a domestic busi- 
ness by American companies. will rise. six- 
fold over three years to include only the 
businesses with assets of C$150m ($125: 


or more. The two sides have also agreed w 


accord ' alae ‘of the other-party treat-. 
ment no less favourable than that accorded 
in like. circumstances to its investors." 

This "national treatment" provision, 
though controversial in a country where for- 


 eigners own a bigger share of domestic busi- 


ness than in any other industrialised econ- 
omy, may arguably benefit Canada: more 





than it does America. This is because it gives 
assurance, at a time when foreign (incl uding 


Canadian) capital. is pouring into America 
at an unprecedented rate, that America's - 
open-door policy towards investment will 
not be slammed in Canada's face. 

-For regional development and social 
programmes the likely effect of the trade 
deal:is hazy. It will remain so until the. pro- 
posed new set of trade rules, including a mu- 
tually acceptable definition for the word 

"subsidy", has been hammered out. 

Canadian critics of the deal fear tt 
America will push for Canada’s regio: 
and social programmes to be declared unfair 
subsidies under the new regimen: Such fears 
may turn out to be justified. But even under 
the present system, there is nothing to pre- 
vent the launching of individual American 
trade actions against these programmes. 

As the politicians prepare to crank up 
the rhetoric, it is important not to overesti- 
mate the significance of the free-trade deal. 
It does not commit the countries to trade 
freely with each other for ever. If either side 
decides the agreement is working against its 
interests, it can terminate the deal at six 
months' notice. Moreover, it does not con- 
stitute the only guarantee of trade between 
the two countries. Even if Canadians vote 
against the deal, the ties binding their coun- 
try to America will continue to multiply, as 

they. have through more than a hundred 
years of stubborn Canadian standofhshness 
and colossal American indifference. 
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| Abou Limited, its s aubsidlaries, 
















































for its consolidated . 

. earnings and dividends 
. were 22 per cent and 

7 16 per cent respectively. 
u Anglovaal Industries’ 


to R140 million, with all 
divisions increasing. their 
profit contributions. 


a Mineral exploration 


- compound growth figures 


expenditure and the cost 








- profits rose by 48 per cent 


- 1988 








1987 





Percentage 





j for 


on, both i in the pone ee 


Orange Free State. C old. 

- prospecting results from — 
the Sun area have been 
sufficiently ye ie i to 
justify : R5, 5 million. 







. into the viability ofa ite 
‘tonnage mine. 


a Gold mines’ earnings 











Of purchasing mineral from the Group's four 
.. rights totalled R63 million. producers — 
This is. expected to  Hartebeestfontein, 
increase to R78 million in Eastern Transvaal 
.... Dividends 
and earnings 
(ponts por enar) 1988 1987 1986 1985 1984 
Dividends 650 585 450 360 315 
Eamings 3 395 3 109 2 160 1 551 1 236 
.. Source 
of earnings Rm % Rm % Rm % Rm % Rm % 
Gold mining 328 23 336 25 326 35 195 29 164 32 
Other minerals and metais 144 10 290 22 229 25 139 21 36 7 
Construction and electronics 70 5 36 2 23 2 38 6 40 68 
Diversified businesses 29,1 20 222 17 60 7 (17) (3 12 2 
Dry food and beverage 230 16 165 12 82 9 98 15 95 18 
Frozen food — 191 13 131 10 75 8 65 10 48 9 
Packaging 224 15 13,1 10 100 11 107 16 106 20 
dd (22) (Q 19 2 29 3 37 6 22 4 





^A Loraine and Village 
Main Reef - totalled 


ll Associated Manganese 


. 1988. . 








E associated and managed companies ` R million E R million . change | s E Consolidated 
: Turnover | 6054... 5110 18 es earnings increased 
on sme ser 8 DY Per cent to 
= No. of  omplnyees 84000 — 77000. 9. H145 million and 
* EN | dividends were 
' Group consolidated results raised by 11 per 
/' Tumover 3 913 3071 27 cent. 
Earnings 145 133 9 
Dividends 28 25 "1 
5 " Anglovaal's five-year 7 badint -€ d whieh : Consolidated Mines, 


R204 million, which was 
slightly higher than last 
year's figure. 


Mines’ results for the six 
months to 30 June were 
- almost double those of 
the whole of 1987. 


E Anglovaal is budgeting 
for increased 
consolidated earnings in 
the current year, the 
major factor which will 
affect the Group's results 
being South Africa's 
overall economic health — 
specifically the Rand gold 
price, other minerals 
prices, interest rates, 
inflation and labour - 
stability. 





Basil Hersov, Chairman 
16 September 1988 


The company’s 
annual general 
meeting will 

be held at 

75 Fox Street, 
Johannesburg, 
at 09h300n . 
Friday, 

4 November 
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Watch out for Japan's E 








mighty postal bank 


TOKYO 


Once a champion of conservatism in Japan's elaborately choreographed 


savings business, the post office is starting to throw its weight about 


F YOU thought that Japanese banks were 

. big, it could be that you ain't seen noth- 

g yet. Seven of the ten biggest commercial 
banks in the world are Japanese. Now the 
government is toying with the idea of 
privatising the world's biggest taker of de- 
posits, Japan's postal savings system. If it 
happened (still a big if) it would create a 
bank with assets of more than X100 trillion 
($800 billion)—more than three times big- 
ger than Dai-Ichi Kangyo, the world's largest 
bank, and four times the síze either of Eu- 
rope's biggest bank, Crédit Agricole, or of 
Citicorp, America’s biggest. 

The idea that Japan’s slumbering post 
office might one day be awakened is enough 
to give commercial bankers immediate 
nightmares. The post office’s deposits ac- 
count for the biggest chunk of Japan’s per- 
sonal savings, some 20%, and that despite 
losing an estimated ¥900 billion in deposits 
as a result of April’s abolition of the much- 
abused maruyu system of tax breaks for 
small savers. Until then small savings ac- 
counted for 90% of the postal system’s de- 
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posits, largely because of the blind-eye 


turned on those who evaded taxes by having 
multiple maruyu accounts. 


As a retail bank, a postal savings bank 


would have quite a network. In Japan there 
are more than 23,000 post offices, of which 
around 20,000 offer banking services. They 
would be a powerful marketing tool. Dai- 
Ichi Kangyo has just 350 branches; none of 
Japan’s other big banks can muster even 
300; and no Japanese commercial bank can 
claim to have a branch network that covers 
the whole country properly. 

To exploit its latent advantages, the 
post office will need to be allowed to offer 
customers more financial services than its 
present deposits and savings certificates. To 
compete with the newer higher-interest in- 
vestments offered by other financial institu- 
tions, it will also need to be free to invest its 
deposits where it wants. 

Since it was founded in 1875, the post 
office has been obliged to put its cash in only 
one place——the trust fund of the Ministry of 
Finance, which pays interest a bit below the 


Liberal Democrats to get maruyu ab 


eral public. ! 



































coupon rate on government bonds. Thi 
fund pays for public-works spending or i 
funnelled to the government's vario 
development agencies. 
The post office is slowly being giv 
freedom to act like an ordinary commercial: 
bank, while at the same time retaining sor 
of its privileges as a state-owned outfit. | 
main savings instrument, the ten-year fixed 
amount deposit (whose interest is com: 
pounded half yearly and which can be cai 
celled at any time after six months) has givi 
it an edge on the commercial banks. Mor 
over its overlord, the postal ministry, h 
usually. been able to set its rates a not 
above those set by the Bank of Japan for or- 
dinary banks. Nevertheless, it was t e 
maruyu privilege that was vital to its abili 
to keep attracting depositors. It has give 

up only at a price. | 
. Under the deal struck by the govern 


(as they had promised the Americans a: 
of a drive to get Japanese to save les: 
consume more), the post office was last 
able to invest Y2 trillion of its deposits e 
where than in the Ministry of Finan 
trust fund: that sum will rise to Y15 trill 
in three years, with an increasingly big 
share being allowed to go into equities. 
postal bank is also getting a better rate 
the money it deposits with the Ministry 
Finance's trust fund. 

It is now able to. offer new services 
savers, too. It has been selling them X1. 
lion-worth of government bonds a yi 
Since April savers have been able to depos 
the interest from the bonds in a postal-sa 
ings account for the remaining life of the 
bond. That is a way of compounding inte: 
est on the bonds, thus boosting their yie 
Banks are not allowed to pull the same tric! 

Other services are in the offing that wi 
make the postal savings system look eve 
more like a retail bank. From next year i 
plans to make unsecured loans for the firs 
time. It is talking to Citicorp about linking 
up-to provide an electronic funds transfe 
system to the United States, where there is. 
no Giro system for postal banks’ intetna- 
tional transfers, It is also considering a credit 
card for the 300,000 members of its postal 
staff association, which would be cleared. 
through their postal savings accounts. This. 
is seen by some as a dry run for a post offi 
credit card that would be offered to the gen 


eem 


The gradual conversion of the pos 
savings system into a conventional savir 
bank has not been matched by willing 
within the postal ministry to see a fur 
deregulation of interest rates on small-sc 








osits in Japan because (it says) its bank i: 
yet ready to compete on level terms with 
| commercial ones. But now that the 
tal and finance ministries have struck a 
al of sorts on this point, the finance minis- 
'opes it can resume this bit of deregula- 
n next year. The ministry's changes are 
w running nearly a year behind the sched- 
‘promised at the outset in 1985. 

"The basic agreement between the two 
ministries leaves the ten-year fixed-sum de- 
posit in place as a postal privilege. It also al- 
lows the postal savings system three new in- 
‘struments: three-month to two-year time 
deposits whose rates are tied to those on cer- 
tificates of deposit; a three-year-minimum 
fixed-rate time deposit based on the rate for 
Ong-term government bonds; and a similar 
ve-year deposit. The minimum sum for all 
wee deposits would be Y3m. A proposed 
'en-year floating-rate deposit is also being 
gued about. 

< This compromise does not do enough to 
el the playing field, say the banks, be- 
use the postal savings system will still be 
le to offer higher yields on time deposits 
in the banks can. However Mr Kazuo 
i, the president of Mitsubishi Bank and 
ent head of the Federation of Bankers’ 
ciations of Japan, says that he will ac- 
t it, provided the banks are allowed to 
roduce small-denomination money-mar- 
certificates. At present, these are only al- 
ed in large lots. He believes that these 
] eventually lead to the full liberalisation 
interest rates on small-scale deposits. 

Mr Ibuki and his colleagues need full de- 





















lational Westminster Bank 


difficult child 


T WAS a courageous and difficult strat- 
L egy, devised in 1984. As NatWest's large 
corporate clients were switching their bor- 
towing from bank loans to the capital mar- 
kets, the bank decided— with a little help 
from McKinsey, a management consul 
tancy—that it could best keep them loyal by 
Offering a full range of investment-banking 
services. The indulgent parent wanted its 
ffspring, County Nat West, to develop the 
ight sort of deal-making culture. So it kept 
self and its management at arm’s length. 


ense was spared on investment-banking 
lent. The County bankers were as eager 
nd aggressive in rooting for business as 
heir rivals in other merchant banks, but it 
proved hard for the merchant bank's man- 










The prospects looked bright: no ex- 


agement to weld such a disparate group into - 


i Letters of credit - ~ 
Personal savings in Japan 


Total, March 1988: 
Y581trn 







Deposits & savings 63 — 
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regulation sooner rather EM later, not to 


counter. the long-term threat of an un- 
leashed postal savings pank but: rather the 
tions Pekin to sell j investments to the pub- 
lic. Savings that are quitting the postal sav- 
ings system are moving to high-yield 
securities, insurance and trust-bank prod- 
ucts, not to the still-regulated commercial 
bank deposits. 


Since the abolition of marwyu, the trust - 


banks have attracted ¥2 trillion in new 
money for their five-year high-yielding 
"Big" deposits. But money-market certifi- 


ational Westminster Bank's atieninit to build Grane NatWest i into an in- 
egrated international investment bank is a parable of the difficulty of com- 
ining commercial banking with i investment banking. County i is beginning 


an -effective force. High staff turnover 
helped smother the emergence of a corpo- 
tate ethos. Losses mounted, peaking at 
£116m ($190m) in 1987, and confidence in 
the management sagged. In February 1988 
the chairman and chief executive resigned. 

NatWest then took tight control of the 
merchant bank, installing its own Mr Terry 
Green as chief executive. Even so, morale at 
County NatWest remained poor. Both un- 
certainty about strategy and the oil-and-wa- 
ter mix of commercial and investment bank- 
ers led many deal-makers to quit. 

— The clearing bankers are contemptuous 
of (as they see them) disorganised invest- 
ment bankers who get high salaries and 
make big losses. The merchant bankers 
claim that the understanding of commercial 
bankers i is limited to credit risk and account- 















rate. This. the banks beli lieve, means pe in- 
vestors are increasingly loth £o tie up their 
money for long periods. To lure that money 
through their doors, the six leading com- 
mercial banks plan to introduce money-mar- 
ket certificates for between ¥3m and ¥10m 
next spring. Current. one-month money- 
market certificates are paying. 4. 1796, 
against 1.7696 on a three-month | time de- 
posit at a bank. i 

The banks have approval from the fi- 
nance ministry for the new. certificates in 
outline but not in detail. As well as having 
to square things with the. postal ministry, 
there are also internal battles to be fought 
within the finance ministry. As well as want- 
ing to launch fixed-interest money-market 
certificates of less than one year's maturity, 


which will compete head-on with time de- 
- posits, the commercial banks want to launc* 
floating-rate three- and five-year certificate 


These are being opposed by the trust and 


‘long-term credit banks, which also object to 


the plan to allow three- and five-year ¥3m 
time deposits. 

The .trust and long-term-credit banks 
raise funds through three- and five-year de- - 


bentures. They say that allowing either com- 


mercial banks or the postal savings system to 
accept deposits of a similar maturity violates 
the legal division in the Japanese banking 
system between long- and short-term financ- 
ing—ie, it undermines their own privileges. 
When elephants fight, evenly in closely con- 
trolled ritual, grass gets trampled. 

enero | 


ing, and that the complexities of markets 
and deals are beyond them. > 

The NatWest ethos is that staff should 
work in the bank for most of their life as 
part of close-knit teams; loyal NatWesters 
therefore disapprove of individualist 
County men and women who merrily jo. 
hop for a higher salary. Differing social 
backgrounds have not helped. Many of 
NatWest's senior managers, including Mr 
Oreen, were educated at grammar school, 
whilethe merchant bankers are mainly from 
public (ie, private) school and university. 
Some County men sneer at the "nylon suit 
and nine-to-five brigade". 

Mr Green's way of managing the mer- 
chant bank has been controversial. Since he 
arrived in February, the fortnightly meet- 
ings of the two dozen executive directors 
have frequently been cancelled. Mr Green 
has relied on a dozen-strong management 
committee full of audit, personnel and 
credit men from the parent bank. Directors 
from the money-making bits of the mer- 
chant bank complain that they are under- 
represented and effectively excluded from 
management and Mérida Corporate 
finance, for example, despite being the most 
profitable division (net profits so far this 
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Although barely two 


Japan's new swap shop. i 





years old, one of Tokyo’s more sophisticated 


money markets, yen interest-rate swaps, is settling down to unexpect- 


edly early and comfortable maturity 


Y EN interest-rate swaps are known in 
lokyo as yen-yen swaps. Save for the 
terminology, they are little different from 


swaps elsewhere. Two parties, usually: 


banks or companies, agree to exchange in- 
terest payments on each other's ven debt. 
This allows each to obtain the sort of 
loans they want more cheaply than they 
could themselves, or are prevented from 
raising by, say, government regulation. 
For example, companies might want to 
turn floating-rate short-term debt into 
fixed-rate long-term debt. d 
Japan's national commercial banks, 
which are restricted to raising and bor- 


rowing funds of no more than three years 


maturity, find swaps a useful way to 
let them make long-term fixed-rate 
loans. The trust and long-term 
credit, or wholesale, banks, which 
are supposed to have a monopoly 
of long-term funding and lending, 
are doing the reverse by using 
swaps to get into the short-term 
market. 

The trust and long-term credit 
banks have had the tact to book 
much of their swaps business 
through London so as not to make 
too obvious a nonsense of Tokyo's 
rules. However, the Ministry of Fi- 
nance and the Bank of Japan, by 
not banning the swaps market, 
have tacitly allowed this erosion of 
the walls segmenting the various 
sorts of banking in Japan. 

Yen-yen swaps were born in 
1986, after the Ministry of Finance 
had started to allow Euroyen bond 
issues, a source of much of the debt 
swapped in Tokyo. But the market only 
took off the following year, growing from 
nothing to become at its peak in October 
1987 the world's second biggest swap mar- 
ket after that for dollars. 

Average daily trading volume may now 
be running at only 60-7096 of its peak, at 
around Y30 billion-40 billion ($240m- 
310m). The figure is a guess because only 
those deals put through brokers can be 
tracked. Perhaps three quarters of swaps 
are done directly. 

In the early days foreign banks such as 
Paribas, Citicorp, Bankers Trust- and 
Morgan Guaranty were among the lead- 
ing market-makers. But the big Japanese 
commercial and trust banks soon learned 
the ropes. With their deep pockets letting 
them make their own bets on the market, 
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swaps became a speculative favourite. : 
The rapid decline in interest rates after 


Black Monday; however, left some Japa- 
nese banks looking the novices they really. 
were. The. banks which were receiving 
fixed-rate yen and paying for it with float- 
yen found themselves sitting. 





heavily out-of-pocket. This panicked the 
market and the losers found that they 


could not get out of their obligations. The ` 
Japanese herd instinct took over, creating 





8 one-way market in which would-be sell- 


ers far outweighed budding buyers. Some 
participants were unable to unwind their 
positions for several days, forcing them to 
take big losses. Some, chastened by the ex- 
perience, have not returned to the yen- 
yen swaps market since. 

There are other reasons why the swaps 
market has faded as a speculator's play- 
ground. Swaps are an expensive instru- 


ment for trading. Managing a swaps book 


needs a heavy investment in computer sys- 
tems. The big danger is that one of the 
counterparties should default leaving the 
other side exposed. | = 
There are perhaps now only a dozen 
Japanese banks, such as Mitsubishi Bank, 
Fuji Bank, Bank of Tokyo, Mitsui Trust 


and Sumitomo Trust, that are actively in- 


volved in yen-yen swaps. All like to think 
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... Volved in issues that require a currency - 
— swap. This is because, under the Bank for Fr 
| International Settlements’ proposed rules 
iir counterparties were “on capital adequacy, currency swaps are 
‘considered to be far more risky than tnter- 
~ estrate swaps, and so require three-to- 
 four-times more capital reserved against 


hedge against their short-term swaps. 

















themselves as specialists. 

They see swaps as a useful support for 
other services that they sell to corporate 
clients. They will offer, for instance, a 
finely priced swap which constitutes part 
of a Euroyen bond issue as a loss leader to 
get the whole transaction. With fewer. 
Euroyen issues being made recently, com: 
petition is becoming much more fierce. = 

Japanese banks would prefer to con- | 
centrate on such interest-swap packages || 
for Euroyen issues rather than getting ine. 


them. That, however, offers the better 
capitalised foreign banks a new 
niche in combined currency and in- 
terest-rate swaps. i 

In June Citicorp began to offer 
sterling and Swiss Franc interest- 
rate swaps. The first is aimed at Jap- 
anese companies issuing Euroyen 
bonds and wanting to invest the 
proceeds in sterling to take advan- 
tage of high interest rates and a rea- 
sonably stable exchange rate; the 
second at issuers of Swiss-franc 
bonds. Japanese issuers of Swiss- 
franc bonds have been eager to 
lock in their gains. Since the begin- 
ning of the year the yen has risen by: 
more than 10% against the Swiss 
franc. By swapping Swiss francs for 
yen, Japanese borrowers can profit 
if the Swiss franc strengthens. 

The growing force in the yen- 
yen market is ordinary companies, 
especially Japan's increasingly so- 
phisticated trading houses such as 
Mitsubishi Corporation, Mitsui Corpora: 
tion and C. Itoh. Earlier this month, — 
Mitsubishi raised ¥5 billion at 0.7 per- 
centage points below Japan's long-term -- 
prime rate by issuing commercial paper 
and swapping the coupon on that for the - 
interest payments on a loan from the- 
Meiji Mutual life insurance company. 

The question for both banks and trad- 
ing houses is whether the yen-yen market. 
has just paused for breath, or is really set 
tling down. An answer could come next 
year when interest-rate futures start being. 
traded in Japan's proposed new financial ° 
futures markets. Swaptimists hope that. 
this. will boost demand for one-year yen- 
yen swaps as the new yen deposit futures 
contract will allow market participants to 
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committee. 


IT 


— have felt handicapped by the lack of 


4 


a -this year—piloting Nestlé to victory 


t w 


propose going through on the nod. 
None of the prudent questions nor- 


- ment bankers is asked. The corpo- 


- Jacomb at the  still-independently- 
. managed Barclays de Zoete Wedd: no- 
j body who could be wheeled out, say, 
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year of about £20m), is represented 
only by its head, Mr David Reed. No- 
body from debt securities sits on the 


The investment bankers also 
complain that NatWesters have nei- 
ther taken an interest in their busi- 
messes nor made an effort to learn 
about it. Corporate financiers have 
— been alarmed to see most deals they 


mally expected from senior invest- 
rate-inance and Eurobond teams 


senior figures in the merchant 
bank—equivalent to Sir Martin 


. to impress the chairman of a poten- 
tial client. Despite these difficulties, 
. County NatWest's corporate finan- 
ciers have performed impressively 


Over Rowntree and C.H. Beazer in its 


acquisition of Koppers. 


Some senior executives, seeing what 


E. believe is a lack both of direction and 


commitment to some markets, have voted 
with their feet. Mr Nicholas Wells, a leading 


corporate financier, has gone to Barclays de 


Zoete Wedd. Mr David Lennowitz, head of 
options trading, has left County NatWest 


— Wood Mackenzie, the equity arm. Mr 


Alastair Gunn-Forbes, head of Asian equity 
sales, resigned at the same time as 26 of his 


- staff were made redundant. Mr Michael 


Webber, head of debt securities in London, 


j . and Mr John Cameron, head of British mar- 


keting for debt issues, have left for Industrial 
Bank of Japan and Kleinwort Benson 


respectively. 


These last two departures affect County 
NatWest's strategy—such as it is. So many 
staff have quit debt securities that the firm 


. now lacks the prestige needed to impress po- 


tential clients and new recruits. Eighteen 
months ago County NatWest ranked among 
the top 20 Eurobond firms, and was also 
- heavily involved in commercial paper, 


) 4 swaps, gilts and Treasury bonds. But losses 


in debt securities totalled some £30m last 
year. This year the bank has lowered its 
sights in Eurobonds and swaps; total losses 
in debt securities have so far been limited to 
about £10m. The parent has hired consul- 
tants (McKinsey, again) to write a report on 
the viability of staying in these capital mar- 
kets. When delivered later this month, the 
report is expected to call for a scaling down 
of the bank’s involvement in debt securities. 

That would prompt further questions. 
Debt securities is the bit of investment 
banking that fits most closely with commer- 
cial banking. NatWest's strategy has as- 
sumed that a large company that takes loans 
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A Green investment banker 


might also want a swap or a commercial-pa- 
per programme. So when it announced a 
reorganisation last August (following yet an- 
other McKinsey report, codenamed Carna- 
tion), NatWest said it would hive off debt 
securities from the merchant bank and put 
it in a new division along with the clearing 
bank’s treasury operations and big-company 
banking. (Barclays Bank, by contrast, is leav- 
ing all its investment bankers in Bzw—to 
their great relief). 

When the new structure takes effect 
from next January, corporate finance, devel- 
opment capital, asset management and equi- 
ties will remain separate units within the 
merchant bank. If debt securities were 
wound down, a strange gap would then be 
left in the range of NatWest's activities; cor- 
porate finance and equities have fewer obvi- 
ous synergies with commercial banking than 
do bonds. Why stay in a business such as 





equities, which has lost considerably 
more—about £20m—than debt se- 
curities this year? 

The thinking in NatWest is now 
moving towards the idea that there is 
no point in staying in any business 
that cannot make money on its own. 
But would it be possible for NatWest 
to retain the loyalty of large compa- 
nies while offering only profitable se- 
curities services, and not those such 
as Eurobonds that usually lose money 
for the bank? Some in County 
NatWest doubt it. They claim that 
many larger companies see their rela- 
tionship with a bank as broad-based, 
and expect a bank which makes prof- 
its on loans to take a loss on a Euro- 
bond issue. 

But some County men who call 
on companies say many of them do 
not expect one firm to provide all s 
vices; most chief executives want 
use the best in each field. Lloyds Bank 
and Midland long ago stopped trying 
to offer the whole caboodle. A bank 
with the reputation of J.P. Morgan 
may be able to convince a large company 
that it can provide service across the board; 
but J.P. Morgan has won credibility by fo- 
cusing exclusively on large corporate clients. 

Most of NatWest's profits come from its 
personal clients and its middle-market com- 
panies. Some of its top managers argue that 
NatWest should confine itself to these two 
markets, where it has a proven track record. 
But Mr Tom Frost, the chief executive, has 
nailed his colours to the strategy of provid- 
ing a commercial and investment banking 
service to big companies. Having just cre- 
ated a new NatWest division for that mar- 
ket, he is unlikely to backtrack now—even if 
he jettisons some bits of debt securities. 

After all, with a pre-tax income of 
£702m in the first half of this year, NatW 
can afford the sport of competing with J.i. 
Morgan for blue-chip business. The story so 
far merely shows what a testing game it is. 





Soft commissions on Wall Street 
$2 + $2 = $2 


NEW YORK 


ALL Street brokerage is not boom- 
ing; soft commissions are. Broadly, 
these are gifts given by the broker to (usually 
institutional) clients in return for an agreed 
amount of business. Soft commissions in- 
clude things like free computers and tele- 
phone lines given to a money-manager by a 
broker. They now influence more than a 
third of all business done on Wall Street. (In 
London, they influence around a tenth— 
but that is rising.) 
Recently Salomon Brothers, a top in- 


vestment bank, re-entered the soft-commis- 
sion business; it has hired a specialist from 
Shearson Lehman Hutton, Mr Henry Tang, 
to head its marketing effort. Another big 
Wall Street firm, Goldman Sachs, offers 
soft-dollar deals to clients who demand the 
service. Morgan Stanley is on the point of 
doing so. Wall Street’s wire houses, such as 
Merrill Lynch and Shearson Lehman, have 
long done soft business, usually through spe- 
cialist subsidiaries. 

In New York, soft business comes in 
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three forms. First, there are the specialist 
soft-commission brokers, known as. “third- 
party” brokers. Three of the biggest are 
Hoenig, Autranet (a wholly-owned subsid- 
iary of Equitable Life's investment bank 
Donaldson, Lufkin & Jenrette) and Lynch, 
Jones & Ryan. These firms pay cash for all 
types of independent research: chartist, fun- 
damental and general consulting services. 
They then supply it free to the fund manager 
in return for an agreed amount of commis- 
sion-paid business. Money managers would 
probably not buy all this research if they had 
to pay for it in cash. 

The second kind of soft commission 
comes when a fund manager offers a con- 
ventional broker a soft-dollar deal that will 
cover part of his own overheads. The broker 
might pay for a fund manager's Reuters ter- 
minal, Quotron machine, direct telephone 
line or certain research services, again in re- 
turn for an agreed amount of commission. 

me brokers have doled out air tickets. 

ese free-lunch deals are particularly at- 
tractive to those money managers who own 
their own companies. The more bills they 
can pass on to brokers, the more profit they 
can make on the fees they charge their in- 
vesting clients. 

The third sort of soft commission is in- 
creasingly popular in America: a pension 
fund directs its fund managers to put deal- 
ing through a certain broker in return for 
consulting services the pension fund itself 
wants. For example, a fund might pay Frank 
Russell, the world's largest pension-fund 
consultant, by directing its fund managers 
to give business to Frank Russell's stock- 
broking subsidiary. This is the least objec- 
tionable kind of softie business: the savings 
in commissions end up with the pension 
plan's beneficiaries. 





Soft dollars are usually calculated ac- 
cording to the ratio of commission paid to 
the value of the service provided. Tradition- 
ally, this has been around 2:1—ie, for every 
$2 the broker receives in hard cash he pays 
out $1 in soft services. As competition has 
intensified, brokers are making increasingly 
marginal deals. Ratios of 1.7:1 are now com- 
mon. There have even been deals at 1.5:1. 
On that basis (and with broking commis- 
sions on Wall Street averaging 6 cents a 
share and falling), brokers such as Salomon 
are now chasing soft commissions for an ef- 
fective remuneration of only 3 cents per 
share or less. No wonder Wall Streeters are 
worried about their jobs. 

Soft commissions are legal under rule 28 
(e) of the Securities Exchange Act, which 
became law on May 1 1975 after the aboli- 
tion of fixed commissions on Wall Street. 
This originally stipulated that soft-dollar 
commissions should be confined to paying 
for research services that were not publicly 


available. This was amended in May 1986 to 


allow payment for any service providing 
"lawful and appropriate assistance”. | 

This amendment was a bonanza for the 
soft-shufflers. Virtually any services—from 
Reuters screens to computer hardware and 
anything else that costs a fund man 
money—became acceptable sweeteners. 
far, the use of soft dollars to pay for hotel 
expenses has remained taboo. 

Soft commissions are a product of slack 
trading volume. But they reek of conflict of 
interest. A fund manager is supposed to be 
obliged to obtain the best price possible. By 
paying softened dollars, does he? Specialist 
soft-dollar brokers say their prime concern 
is to get the best price for a client. Can they 
really match a Salomon Brothers or a 
Goldman Sachs? Is it right that investors 
should be charged for dealing costs that 
their money managers are not actually pay- 
ing? And how long before—more blatant 


still—the less scrupulous soft-commission — 


houses offer freebies, gifts and cash to 
money managers personally? 





Short-selling in America 


To have and have not 


HREE quite different institutions— 

Manufacturers Hanover (a big New 
York commercial bank), News Corporation 
(Mr Rupert Murdoch's media empire), and 
Lyphomed (an Illinois drug manufac- 
turer)}—have one thing in common. They 
have all recently been selected as "invest- 
ments” by professional short-sellers. Few of 
the companies are flattered. Short-sellers are 
investors who borrow stock and then sell it, 
gambling that they can then buy it back 
later at a lower price. 

Although securities firms worldwide 
“short” stocks from time to time, specialist 
short-selling is an American phenomenon. 
Investors in Britain who reckon that a com- 
pany is over-rated tend to make their moves 
on the options market which covers only big 
"main market" shares. Only a few London 
dealers—among them Mr Tony Parnes who 
is currently facing charges over the 
Guinness affair—have built up any reputa- 
tion for maintaining short interests in stocks 
over long periods. 

Professional short-sellers need the help 
of a friendly broker. A typical deal would 
work like this: a short-seller borrows stock 
from a broker and deposits with him 150% 
of the market value of the shares. If the 
shares rise, the shorter must top up his de- 
posit; in return, he is refunded 80% of the 
interest earned on his cash deposit by the 
stock-lending broker. 

In America around $10 billion of money 
may be wrapped up in short-selling strate- 
gies. Nearly 9596 of that is brokers' money: 
either savvy punts that a particular share is 


going to fall or intricate moves in wider 
hedging strategies. The other $500m comes 
from investment managers who specialise in 
picking out over-rated companies. The larg- 
est, the three Feshbach brothers (Matt, Kurt 
and Joe) in California control around 
$275m for partnerships of rich bearish pri- 
vate investors and for pension funds. The 
next biggest is probably Mr James Chanos 
in New York with around $50m. 

Short-sellers fall into two camps. In the 
first, most stick to shorting big liquid stocks, 
which the market, in their opinion, 
over-rated. For example, Mr Chanos made 
his name (and a lot of money) in 1982 by 
spotting that Baldwin United, a big financial 
services company, was in trouble: it went 
bust in 1983. At present, he is looking at 
companies which he believes have borrowed 
too much—like Turner Broadcasting Sys- 
tem and Texas Air. Mr Chanos’s Ursus 
fund returned 26.7% last year, compared to 
5.1% on the Standard & Poor's 500 index. 
But short-sellers can do well in rising mar- 
kets too. In 1986 Ursus increased by 35%, 
almost twice the S&P index. 

The second camp specialises in smaller, 
riskier, but less liquid stocks. Two-thirds of 
the Feshbach brothers’ investments are on 
NASDAQ, America's over-the-counter ex- 
change. They include companies which the 
brothers consider not merely over-rated but 
virtually insolvent. The Feshbachs’ reputa- 
tion has been built on uncovering fraud,. 
sometimes with the help of private detec- 
tives. Twelve out of the firm's 35 employees 
are analysts. Among their successes have 
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been 227z Best, a carpet-cleaner which went 
to the wall, and Cannon, a troubled film 
company. The Feshbachs bought Cannon 
_ shares for around $20 in 1985. They rose to 
-. $45.50 in July 1986 but they were still short 
^ when the shares crashed to just $2.65 in July 
— 1987. 

— — Å more recent Feshbach success-story is 
— §.Taylor: a small company which had con- 
- vinced some investors that it had found a 
- way of turning sand into gold. Its stock 
- dropped from a high of $8 to a few cents 

- when it filed for bankruptcy in August this 
— year. Mr Joe Feshbach points out that his 
— firm has also shorted large companies, such 
as Pan Am and Allegheny International. 


. | The crush on cash 


NEW YORK 





MERICA’S small investors might be 
short-sellers, too, if their bank bal- 
ances and nerves could stand it. Although 
the Dow Jones industrial average hit a 
post-crash peak this week, individual in- 
vestors have been fleeing the stockmark- 
et—shifting their money out of equities 
and into cash and bonds. Merrill Lynch 
manages some $260 billion in customer 
assets; of that, a record $80 billion is now 
| invested in cash or fixed-income securities 
with a maturity of less than a year. 

This year’s figures for the mutual fund 
industry show the trend. So far there have 
been $2.9 billion of net redemptions from 
equity funds and $5 billion of net sales 
from bond and income trusts. But money- 
market trusts have grown by $10 billion, 
and mutual funds that invest in tax-ex- 


A empt bonds by $4.7 billion. One excep- 


tion stands out to the rule of play-it-safe. 
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Last year the Feshbachs’ funds made a re- 
turn of 62%. This year they are level pegging 
with the market. 

A specialist short-fund manager will 
typically pocket 20% of the total profits he 
makes for his client-investors. These high 
fees are justified, they argue, because short- 
selling is more dangerous than it looks. It is a 
bet where the shorter knows the maximum 
he can win (double the initial value of the 
stock) but not his potential losses. 

Not surprisingly, short sellers have 
made enemies. After the 1929 crash many 
short-sellers were hauled up before Con- 
gress as convenient scapegoats. Similarly, 
bullish investors often try to force the shorts 


Curiously, the public were net redeemers 
of long-term government bond trusts but 
put more money into trusts investing in 
high-yield “junk” bonds from companies. 
The impressive performance of junk 
bonds during and since the crash may ex- 
plain this. 

The recommendations of the big bro- 
kers are beginning to mirror public opin- 
ion. Merrill Lynch is celebrating the first 
anniversary of the crash by being bullish 
on high-quality corporate bonds, me- 
dium-term Treasuries and, especially, tax- 
exempt bonds. Salomon Brothers’ portfo- 
lio-allocation wizards have . just 
recommended a shift in portfolios from 
47% invested in equities to a mere 17%. 
Shearson Lehman Hutton stands out 
against the trend, taking the view that 
economic expansion will benefit export- 
led industrial equities. 


“out by buying up all the : stock and refining 
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to sell. These short squeezes work only if the 
company concerned is healthy. 

Both the AMEX and NYSE exchanges 
have “uptick” rules which allow stock to be 
shorted only when both the last two price 
changes in that stock have been upwards. 
Although various short-victims have de- 
manded that NASDAQ follow suit, it is diffi- 
cult to see how it would help. Short sellers 
specialise in buying while a stock is climbing 
and NASDAQ has produced a wealth of statis- 
tics to show that companies which leave it to 
join other exchanges are still attacked by 
bears. 

Two other charges are levelled at short- 
sellers. The first is that they feed rumours to 
the market to depress share prices. The 
news that the Feshbachs have a position in a 
company rarely causes its stock to rise; but 
by the same token, the interest of corporate 
raiders, such as Lord Hanson or Mr Carl 
Icahn, in a stock rarely causes it to fall. T 
shorts themselves say that they are care... 
about how they release information to the 
market (or to the police). And as long as the 
information is accurate they are doing noth- 
ing illegal. 

The second charge is that the shorts 
(aided by some brokers) indulge in illegal 
“naked shorting’, where they sell stock that 
they have not borrowed. The brokers "ab- 
sent-mindedly” assume that the stock is on 
its way. When the stock has fallen through 
the floor the shorts cover their position. Mr 
Joe Feshbach has admitted that his firm na- 
kedly shorted Sunrise Savings & Loan, a 
doomed thrift, in 1984, but denies that he 


has done it since. 





1980 81 82 83 84 85 86 87 88 
Source: Federal Reserve — including mutual tunda +Firet half at annual rate) — 

Given that equities have not been ter- 
ribly volatile since April, why are private 
investors staying away? The surprising 
length of the economic advance, the early 
closeness of the presidential election and 
painful scars of last October have made 
them cautious and fearful. 
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The sun, the wind and the rain 


OT only the moon is inconstant. The 
sun too has its ups and downs, waxing 
and waning every ll years. To find out 
where the sun is in its cycle, count the num- 
her of sunspots. These dark blemishes on 
sun were one of the first things Galileo 
saw when he turned his telescope towards 
the heavens. Since then, ways of observing 
the sun’s spots have improved. Modern 
astronomers no longer look at them 
directly—which is why, unlike Galileo, they 
do not go blind. 

The | 1-year sunspot cycle has exercised 
the imaginations of astronomers, meteorol- 
ogists and cranks ever since the mid-nine- 
teenth century, when it was first described. 
The idea that changes on the sun can be felt 
on earth is tempting. Although it is almost 
150m km away, the sun is the source of al- 
most all the energy that makes the earth 
inhabitable. So all sorts of statistics, from 
storm frequencies to the height of hemlines, 
have been scrutinised for 1 l-year cycles. 

Cycles are found in phenomena which 
are clearly due to magnetism; sunspots are a 
symptom of change in the sun’s magnetic 
field, so that is unsurprising. And some- 
times cycles have been found in the weather; 
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but they are never convincing. For one 
thing, given enough data, correlations are 
bound to crop up by chance. Most correla- 
tions between sunspots and the weather 
vanish after a few years. But that does not 
prove that they were mere coincidences. It is 
always possible to explain why such correla- 
tions are fleeting by invoking some unob- 
served change in the atmosphere which 
makes it less receptive to the sun’s influence. 
Sceptics, however, are under no obligation 
to be convinced by such special pleading. 

In the past year Dr Karin Labitzke of the 
Free University in West Berlin, and Dr 
Harry van Loon of the National Centre for 
Atmospheric Research in Boulder, Colo- 
rado, have found a new type of statistical 
correlation. They are careful not to claim 
that it is anything more than that: caution is 
the better half of science. 

The first measurements in which their 
effect turned up were of the temperature of 
the stratosphere, 22 km or so above the arc- 
tic. During the winter the cold polar strato- 
sphere is normally cut off from the rest of 
the world’s warmer weather by a wind 
known as the polar-night jet stream. Every 
few years this weather system collapses and 


the stratosphere becomes warmer in 
the arctic than it is farther south. Dr 
Labitzke noticed an odd thing about 
these mid-winter warmings. When 
the stratospheric winds at the equator 
were blowing westwards, warmings 
happened only if the sun was at its 
spottiest—the peak of the solar cycle. 

The winds over the equator blow 
westwards for roughly 14 months at a 
time; then they blow eastwards. This 
cycle is known as the quasi-biennial 
oscillation (QBO). By looking at data 
from 17 years in which the QBO was in 
its west phase, Dr Labitzke and Dr 
van Loon found that the effect seen 
in the mid-winter warmings was no 
fluke. Over three solar cycles there 
was a strong correlation between sun- 
spot activity and the temperature 
high above the arctic. Looking at the 
easterly-QBO data, they found the re- 
verse: more sunspots meant colder 
weather (although this correlation 
was weaker). When all the data are 
lumped together, irrespective of the 
QBO, the statistical effect all but disappears. 
The east-phase and west-phase years cancel 
each other out. 

The role of the QBO makes this pattern 
unlike any that has gone before. It intro- 
duces a note of complexity, which makes 
meteorologists prick up their ears. They 
know from experience that nothing is sim- 
ple or straightforward in the chaos of the at- 
mosphere. The QBO could be a symptom of 
something bigger; many think that it is 
linked to the southern oscillation, a see-saw- 
ing of the atmosphere which increases pres- 
sure over the Indian ocean while decreasing 
it over the south Pacific, and vice versa. 
Maybe the direction of the QBO marks a par- 
ticular worldwide pattern of winds and pres- 
sures, one of two alternating states of the at- 
mosphere. It is not too far-fetched to think 
that the atmosphere responds to the sun 
one way in one state, and the opposite way 
when the atmosphere is in its contrary state. 

How exactly might the sun work its ef- 
fect on the atmosphere? Sunspots are the 
most noticeable symptom of fluctuations in 
the sun's magnetic field. Where the field is 
concentrated, the sun's surface is trapped by 
it. Heat can no longer pass through by con- 
vection, and the surface cools and collapses, 
forming a spot. The sun's energy is only 
briefly deterred by this convective constipa- 
tion. lt contrives to seep out around the 
edges, ringing the sunspot with a bright 
facula. 

Experiments on the American Solar 
Maximum satellite have shown that the cy- 
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whet ap as is most goa elei it 
i is at its brightest. Most of the credit can be 
d at the door of the faculae, which more 
d hi make up for the dimness of the sports 
they encircle. There is probably another, as 
yet mysterious, factor at work too. 
—. This 0.1% increase in brightness might 
elp to explain the weather effect seen by Dr 
L Labirzke and Dr van Loon. But it is far from 
being the sort of smoking gun that will be 
needed for proof. Until some physical mech- 
 anisr is found whereby a small change in 
the sun's output alters the earth's weather, 
sceptics can dismiss the idea of a link with- 
out thereby being churlish. 
— . So yet more data need to be gathered. 
Unfortunately, the correlation cannot be 
checked further back than the 1950s, be- 
cause before then nobody knew that there 
was a QBO in the stratosphere. Without 
knowing the phase of the QBo, there is no 
vay to look for the effect. Even if it cannot 
be sam though, the database can still 
e broadened. Some correlations can be 
made between the solar cycle and pressure at 
ea level. Put simply, when there i is a westerly 
'QBO at the peak of the sun's 11-year cycle, 
here will be high pressure over the United 
States during winter, and low pressure to ei- 
ther side, resulting in cold winds down the 
'astern seaboard, 

Such a pattern hints at the possibility of 
forecasts. Dr van Loon is keen to stress that 
such talk is premature. He points out that 
low pressure over the Aleutians and high 

ure over the Midwest meant floods for 
California i in 1972-73 but drought in 1976- 
77. Besides, even if the correlation holds 
good, it accounts for only 40% of the weath- 
er's variability. The other 6096 still looks as 
perverse and contrary as ever. 





Nobel prize for medicine 


Winning design 


QIR James Black, Dr Gertrude Elion and 
J Dr George Hitchings are this year’s joint 
winners of the Nobel prize for physiology or 
medicine. All three helped to discover new 
medicines quite a while ago. They were also 
~ among the first to recognise that the process 
of drug discovery is changing. 
= Yesterday's drugs were found as the 
— lucky result of chemists’ random trawlings. 
.. Sir James and his colleagues discovered their 
| P drugs by design: they aimed at a medical goal 
. and tailored a drug to score it. Look at the 
" thinking behind these three discoveries for 
— which the laureates were responsible: 
€ In the 1950s Sir James, who then worked 
— forici, wanted to develop a drug for angina, 
which occurs when the heart does not get 
enough oxygen. He knew from the study of 
nerves that stimulating one set of nerve 
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tais its penis _ ra the 
bloodstream. He reasoned that a drug that 
blocked such nervous stimulation would re- 
duce the heart’s demand for oxygen and 
bring relief to angina sufferers. Researchers 
at Eli Lilly, an American drug company, had 


developed such a chemical but did not grasp 
its potential. Sir James did. Analogues were ` 


made at ici and propranolol was launched. 

e By the 1970s Sir James had moved to 
SmithKline Beckman and was trying to de- 
velop an anti-ulcer drug. He knew three 
things: (1) excessive secretion of gastric 
juices in the gut causes ulcers to form there; 
(2) these secretions are stimulated by a hor- 
mone called histamine, which is also re- 
leased during hayfever; but (3) anti-hayfever 
pills do not cure ulcers. He inferred that his- 
tamine produces reactions in the body by 
binding to one of two different molecular re- 
ceptors on the surface of cells. One type 
(later dubbed the H, receptor) is to be found 
on cells lining the air passages; the other 
(the H; receptor) on cells lining the gut wall. 

Anti-allergy drugs interact only with H, re- 
ceptors. Sir James and his chemist colleagues 
synthesised a chemical, modelled on the his- 
tamine molecule, which binds to H; recep- 


tors. The result was cimetidine. 





Sir James celebrates 


@ [n the 1970s Dr Elion and Dr Hitchings, 
who were working at the American labora- 
tories of Wellcome, developed acyclovir to 
treat herpes. Until then scientists had found 
it difficult to develop drugs to combat vi- 
ruses, such as herpes, which reproduce in- 
side the body’s own cells, without damaging 
healthy tissue. The problem was solved by 
using a drug that springs into action when it 
meets an enzyme (identified by the two lau- 
reates in the 1950s) which is made by the 
virus. Acyclovir is administered in an inac- 
tive form; then, when it reaches an infected 
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modified acyclovir fo puls upt Ke virus's ge 
netic machinery, and stops it from re 
producing. 

Sir James renounced the pharmaceuti 
cal industry in 1984 because he believed tha 
big drug companies inhibit the process o 
discovery: bigness breeds conservatism. Th 
cimetidine project, for example, was nearl 
aborted as part of what would have been . 
false economy-drive. He is now to be founi 
running a small team at the Rayne Institut 
in London. Its aim is not to invent mor 
drugs, but to find out what sort of researcl 
helps others to do so. 


Stone-age tools 


The way we were 


RCHAEOLOGISTS are of the be 
that tools maketh man. By and large 
cultures evolve, so their tools get more re 
fined. The sophistication of the tools foun: 
is sometimes used as a way of fixing the ag 
of an archaeological site. But tools can de 
ceive. A closer look at one British.site ha 
shown that implements which were though 
to be 100,000-200,000 years old in fact be 
longed to some of the earliest Britons, whi 
lived around 500,000 years ago. 

The tools were unearthed 20 years ag 
at a site called High Lodge in Suffolk. A 
first they were considered to be fairly sophi: 
ticated, like those made by Neanderthal 
around 100,000 years ago. But when Dr Ji 
Cook of the British Museum and her co 
leagues took a closer look at the site, the 
found that the clay bed in which the tool 
were found had been twisted and deforme: 
by the 400,000-500,000-year-old Anglia: 
glacier. Dr Cook's team infers that the tool 
must have been left before that. 

There are only a few places in Eur 
where man has left evidence of his existenc 
before this glaciation—and the tools i 
them are all much cruder. That does nc 
necessarily mean that the Suffolk tool-mal 
ers were the cleverest people of their era. Ai 
chaeologists normally expect development 
in tool-making to have reached Britain rel: 
tively late, because of its position at th 
north-west corner of human habitation € 
the time. Other Europeans may have mad 
comparable tools which have not yet bee 
found—or have not been accurately dated. 

Establishing a date for things that ar 
between 40,000 and 700,000 vears old is nc 
toriously hard. Rocks that were originall 
mólten give away their age by the amount c 
radioactive potassium which has decayed t 
form argon gas. But potassium decays s 
slowly that the technique is useful only fo 
rocks more than 700,000 years old. In your 
ger samples containing organic matter, th 
amount of radioactive carbon present ca: 
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fix a date. The radioactive carbon decays all 
too quickly: there is too little left to date any- 
thing much more than 40,000 years old. 

So archaeologists may need to look be- 
yond tools and make more use of other clues 
to estimate the age of a site—clues from sur- 
rounding rock and from the fossils of plants 
and animals it contains. Dr Cook examined 
the fossilised pollen and animals found 
around the High Lodge tools and found that 
the area contained a few bones from a now- 
extinct species of rhinoceros that lived 
around 500,000 years ago. 

Dr Cook thinks that relying on tools 
may have led archaeologists to underesti- 
mate the age of many sites. That does not 
mean that all previous dates for stone-age 
sites must now be regarded as wrong. One 
reason that the toolmakers at High Lodge 
were precocious may be that they had espe- 
cially good materials to work with. Dr Derek 
Roe of Oxford University compares the find 
to discovering that somebody had been us- 
ing a typewriter in the eighteenth century. 


That would not mean that all—or even 
most—typewriters are more than 100 years 
old. It just means that a few are. 

The people at High Lodge did not ex- 
actly have typewriters 500,000 years ago, but 
they did have the best high-technology gad- 
gets of their age. These are “flake tools", so- 
called because they are made from flakes 
struck off a piece of flint. The flakes are re- 
touched into a variety of scrapers and knives 
with notched and serrated edges. 

The people who made them probably 
looked much like people today, but lived by 
hunting and gathering food. Between 
400,000 and 700,000 years ago, man was in 
transit from the ancestral species of Homo 
erectus to his present destination, Homo sa- 
piens. Dr Cook believes that the High 
Lodge tool-makers were probably ancestors 
both of Neanderthal man, who roamed Eu- 
rope between 35,000 and 150,000 years ago 
and is known for his heavy brows, and also 
of modern man, who is known (among 
other things) for inventing the typewriter. 





Slow atoms 


Cold times coming 


HE coldest place in America is not in 

Alaska but in Gaithersburg, Maryland, 
where physicists at the National Bureau of 
Standards (NBS) have used lasers to cool at- 
oms down to a brisk 43 millionths of a de- 
gree above absolute zero. Curiously, it helps 
them to tell the time. 

Cooling atoms down is equiva- 
lent to slowing them down, since tem- 
perature is a measure of how fast at- 
oms or molecules are bouncing 
around (absolute zero means absolute 
stillness). Slow atoms are useful for 
making more accurate measurements 
of atomic properties, and thereby 
help scientists to check whether they 
really behave the way Einstein and 
others said they should. 


Atoms at room temperature 


William Phillips, Dr Paul Lett and 
their colleagues at the NBS start with a 
hot beam of sodium atoms and begin 
to slow it down by firing a laser into 
the beam. The individual particles (or 
photons) of laser light push against 
the advancing atoms until they slow 
down to about 44mph. Then the real 
chilling starts. The atoms are sur- 
rounded by a cage of six laser beams, 
known as optical molasses, which strike 
them from the north, south, east, west, 
above and below. 

Without some fine tuning, the lasers 
would not work as brakes. An atom being 
thwarted by the south-bound laser would be 
accelerated by a compensating boost from 
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the north-bound one. A way has to be found 
to make the lasers which push against the 
atom's motion push the hardest. 

Luckily, each type of atom absorbs light 
only at certain frequencies (known as reso- 
nances). A photon at the right resonance 





strikes a given atom a much more powerful 
blow than a photon of another frequency. 
And, unlike ordinary light, laser light can be 
"tuned" so that all the photons in a beam 
are emitted at the resonance frequency of a 
given atom. 

Moreover, the frequency of light falling 


on an atom depends on whether the atom is 
moving towards or away from the source of 
light. An atom moving towards a light 
source receives the light at a higher fre- 
quency. Similarly, an atom moving away 
gets hit by light at a lower frequency. So, if 
the molasses lasers are tuned lower than the 
resonance-frequency of the trapped atoms, 
each laser will hit atoms moving towards it 
with a hard blow at the resonant sweet-spot. 
The laser aimed in the opposite direction 
will hit them with a softer blow, because it is 
well below the key frequency. The result is a 
slowing head wind of photons, whichever 
way the atom is going. 

The limit to laser cooling is the amount 
of energy that an atom gains whenever it 
absorbs and spits out a photon of light. This 
energy, called the atom's recoil limit, heats it 
up to about three millionths of a degree 
above absolute zero. Scientists at the Ecole 
Normale Supérieure in Paris have got bel 
this limit by slowing the movements of 
oms in just one direction. They have slowed 
atoms to a "one-dimensional temperature" 
of two millionths of a degree. But the atoms 
move faster in all other directions. 

Dr David Wineland and his colleagues 
at another NBS laboratory, in Boulder, Colo- 
rado, are cooling off charged atoms, or ions. 
Because of their charge, ions can be trapped 
by electric and magnetic fields. The trapped 
ions vibrate at various specific frequencies. 
The lowest of them is called the ground 
state, which is equivalent to a temperature 
of absolute zero. The Colorado team's laser 
has managed to confine ions so that they are 
in their ground state for 9596 of the 
time, An equivalent temperature 
would be 47 millionths of a degree 
above absolute zero. 

Cold atoms not only help experi- 
menters to keep a beadier eye on the- 
oreticians, they also make better 
clocks. An atom can work as part c 
clock because its electrons jump fr. ... 
one level of energy to another at regu- 
lar intervals. But today's atomic 
clocks run slow because of time dila- 
tion, an effect that is familiar to read- 
ers of Einstein's special theory of rela- 
tivity and devotees of science fiction. 
When a clock is speeding away from 
an observer, it will take longer to click 
away one second than it would if it 
were stationary with respect to him. 
So an atom whizzing around will keep 
slow time relative to an observer 
standing in a laboratory. 

A cold atom keeps better time be- 
cause this relativistic effect is weaker. 
Today's best atomic clocks are accurate to 
one part in 10!4; a super-cooled atomic 
clock should be accurate to one part in 10!5. 
That should come in handy for ultra-accu- 
rate satellite-navigation, where every qua- 
drillionth of a second counts. 


————————— B 
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HRISTIANITY may be in steady de- 
cline in the West, but the personality 
of its founder, Jesus of Nazareth, continues 
to exert a powerful fascination both on 
intellectuals and on the unchurched masses. 
The huge public interest in the Turin 
shroud, and the outrage at Martin 
Scorsese’s film “The Last Temptation of 
Christ", both prove the point. Questions of 
who Jesus really was, what he was up to and 
how he died have preoccupied ever larger 
numbers of people since the era of the 
Enlightenment, when men first confidently 
assumed that truth could be arrived at by 
reason without revelation. Over the past 
150 years new historical, sociological and 
psychological interpretations of Christ have 
been appearing regularly. Each time, they 
a storm, 
- he most important of this century's de- 
bates, at least in England, are vividly pre- 
sented in Lovers or Discorp! by Keith 
Clements, who teaches at Bristol University. 
In the first decade of this century, RJ. 
Campbell, a well-known Free Church minis- 
ter and founder of the New Theology, upset 
many by calling for a drastic revision of the 
understanding of Christ as a unique union 
of divine and human natures. Humanity 
and divinity, he wrote, were simply parts of 
the same great consciousness: 
Jesus was God, but so are we. He was God be- 
cause His life was the expression of divine love; 
. We, too, are one with God insofar as our lives 

. express the same thing... Fundamentally, we 
are all one in this eternal Christ. 


By the beginning of the 1960s John Robin- 
son, a former Cambridge don and the Bish- 
op of Woolwich, was upsetting many more 
people by challenging the concept of Incar- 
nation, the idea that God became man, in 
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his famous book, "Honest to God". Robin- 






















































Intimations of Christ 


son thought “incarnation” gave the impres- 
sion that God took a space-trip and arrived 
on this planet as a deity dressed up: talking 
like a man, suffering like a man, but under- 
neath it all a fake, like Father Christmas. 
The most niggling modern doubts 
about Jesus have been well summarised in 
JESUS: THE UNANSWERED QUESTIONS? by 
John Bowden, an Anglican clergyman and 
religious publisher. It is hard to identify, his- 
torically, who Jesus was. Images of him, as 
provided by the Gospels and Christian tra- 
dition, are often contradictory (Redeemer; 
Good Shepherd; God-Man; King; Man of 
Sorrows; Liberator). His teachings on ethics 
are confusing, inadequate and too much 
concerned with private rather than public 
life. His attitude to temporal power is incon- 


















sistent, Most worrying of all, the type of 


Christ is not unique; it appears in authentic 
traditions in other world religions. Mr Bow- 
den takes Stevie Smith's anguished cry: “O 
Christianity, Christianity, why do you not 
^nswer our difficulties" as his motto, but 
still manages.to end his book on a surpris- 
ingly serene note of open-minded stoicism. 
"Thomas Sheehan, a Professor of Philos- 
ophy among the Jesuits at Loyola University 
in Chicago, has given up stoicism for Lent. 
In Tug First Cominc: How THE KINGDOM 
BECAME CHRISTIANITY), he constructs a 
post-Christian and essentially atheistic story 
of Jesus. To judge by the historical evidence, 
he argues, Jesus of Nazareth did not think he 
was divine; did not assert any of the messian- 
ic claims that the New Testament attributes 


to him; and went to his death without ever 





(1) SPCK; 261 pages; £8.95. (2) SCM Press; 259 pages; 
£9.50. (3) Crucible; 287 pages; £10.95. Random House; 
$19.95. (4) Marshall Pickering; 155 pages; £4.95. (5) 
Mowbray; 131 pages; £2.50. 


and amoral. If God could engineer a body — 








intending to found a new religion called 
Christianity. This argument is not new (it 
was first voiced in Germany 150 years ago), 
but Mr Sheehan has spiced it up by claiming. 
that many leading Catholic scholars in se-- 
nior posts on pontifical commissions also 
share this heresy. | 
Christ has long been a useful mediato 
figure for those who want a thorough 
modern God: young, approachable, undog- 
matic, and not entirely at ease with himse 
Such a construct arises from UPDATING Go: 
Dt edited by Walter Schwarz, the religi 
affairs correspondent for the Guardia 
who has gathered together contributions to 
his column from a number of people in 
many walks of life. The general tone can be 
gleaned from Charles Pickering, assistant 
curate at the London Anglican Church, 
who writes approvingly of the view of Jesus 
as "the key to that set of God-stories that 
make the most sense of the universe.” 
In the end, however, Christianity is not 
a smorgdsbord of comforting options. It 
makes extraordinary claims, and its adher- 
ents are obliged at least to come to terms. 
with them. Among these, the most crucial is 
the doctrine of the resurrection of Christ. 
Christianity stands or falls by it. In CHRIST 
IS RISEN? Richard Harries, the Bishop of Ox- 
ford, emphasises why Christians must re- 
flect on the resurrection: 3 
The question of whether or not Jesus rose from: 
the dead is the most important question in hu- 
man life. For on our answer depends not only 
the question of whether or not Jesus was mis 
taken in thinking he had a special role in the: 
divine purpose, but whether or not there isa 
divine purpose at all. 


The central issue, he notes, is the resurrec- 

tion’s status as a miracle. He himself has no: 
problem believing it. As far as he knows, the 
tomb was empty; the risen Christ appeared 
to chosen witnesses; and he remains present. 
in the church. Yet he admits that the Bishop - 
of Durham, and many others, believe that - 
the-miraculous interpretation is monstrous - 


back to life, why could he not apply those 
powers to averting a Hiroshima or an 
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Auschwitz? Bishop Harries offers a simple 
answer, not enough for the sceptics but suf- 
ficient for believers: the resurrection was a 
unique and necessary miracle, the climax of 
a unique and necessary life. 





Barry Goldwater 


Rightward, ho! 


GOLDWATER. By Barry Goldwater with Jack 
Casserly. Doubleday; 430 pages; $21.95 


E DID not want to run for president in 
1964, nor did he expect to win. But 
now, in his 80th year, Senator Barry Gold- 
water thinks he was right to do it: 
Someone had to rally the conservatives, take 
over the Republican party, and turn the direc- 
tion of the GOP around. There was no one to do 
it but me. We'd lose the election but win the 
party. 
In the event, he lost the election to Presi- 
dent Lyndon Johnson so resoundingly as to 
rule himself out of presidential politics for 
good. Was his sacrifice worthwhile? What 
would have happened if Mr Goldwater had 
taken his wife’s advice and stayed at home? 

Nobody could have beaten Johnson in 
1964. (Mr Goldwater would have much pre- 
ferred to run against Kennedy, whom he 
liked, than against Johnson, whom he de- 
tested.) Had he not offered himself for the 
slaughter then, Mr Goldwater would have 
been available at the Republican conven- 
tion in Miami Beach in 1968 as the right- 
wing alternative to Mr Richard Nixon; as it 
was, he spent that summer in Arizona cam- 
paigning to get back his Senate seat, which 
he had given up to fight Johnson. Mr Nix- 
on’s challenger from the right was Governor 
Ronald Reagan of California, whom Mr 
Goldwater had launched four years before 
by picking him to deliver the half-hour 
speech on television in October 1964 that 
made the Reagan name. 

Rejecting Mr Reagan on the right and 
Mr Nelson Rockefeller on the party’s left, 
the convention chose the man of the mid- 
dle, Mr Richard Nixon, who offered careful, 
managerial domestic government and a cal- 
culating, geopolitical foreign policy, all quite 
the opposite of Goldwaterism. Mr Goldwa- 
ter's opinion of him is distinct: "the most 
dishonest individual | ever met in my life." 
One of the charms of Mr Goldwater and of 
his book is his refusal to mince words. It is 
beyond a doubt Mr Goldwater speaking, vir- 
tually throughout. 

It may be, then, that the effect of Mr 
Goldwater's forlorn foray against Johnson 
in 1964 was to delay the arrival in the White 
House of the kind of Republican he wanted 
not only beyond Johnson, but until 1980. 
The right-wing president who then arrived 
was Mr Reagan, not Mr Goldwater, a fact 


that Mr Goldwater, a magnanimous man 
and relatively innocent of the greed for pow- 
er, has been able to live with comfortably. 

Mr Goldwater is not a Reagan intimate, 
and he is able to view the Reagan presidency 
with a degree of detachment. Putting the 
marines in Beirut, where they were slaugh- 
tered, he calls “stupid”. The landing on 
Grenada was no triumph to him, but an 
egregious military mess which strengthened 
his belief that the command system had to 
be reformed. He finds many of Mr Reagan’s 
appointments contemptible. The mining of 
the Nicaraguan harbours, and the deceit 
employed to keep knowledge of it from 
Congress, he found inexcusable. The arms 
sales to Iran, and what was done with the 
money, he finds about equally disgraceful 
whether Mr Reagan knew what he was do- 
ing Or not. 

None of this detracts from his recogni- 
tion of Mr Reagan as an authentic conserva- 
tive populist in the tradition of Theodore 
Roosevelt and (though he is too lacking in 
self-conceit to make the claim) of Goldwa- 


ter. The modern president whom he most 
admires is Harry Truman. Eisenhower he 
calls “our best all-round chief executive". 
though it was his sense of outrage at the size 
of Eisenhower's budget in 1957 that decidec 
him to break with the Republican moder 
ates for good. Kennedy he admired, witt 
reservations: he could not understand why 
Kennedy hesitated to attack Cuba. 

Mr Goldwater has never changed. The 
things he could not get the hang of in 1964 
are still beyond him today. The press, for in 
stance, is as mysterious to him now as it wa: 
then, or as it was during Watergate when hi 
lifted his head to bellow at the Senate pres: 
gallery: “You are a rotten lot." Still, he ha: 
effected changes. He set out to overthrov 
the eastern wing of his party, and it wa: 
overthrown. The process that shifted thi 
party both westward, and to the right, wa: 
led by him. The past quarter century ha: 
seen not only the Republican party, bu 
centre of gravity of American politics, : 
ed to the right; to a substantial extent, this i 
Barry Goldwater's mark on the times. 





Liberalism in conservative hands 


Jackboots and free markets 


A RESTATEMENT OF ECONOMIC LIBERALISM. By Samuel Brittan. Macmillan; 346 pages 


£29.50 





Is Hayek really Thatcher’s darling? 


N 1973 Mr Samuel! Brittan, the principal 

economics commentator of the Financial 
Times, published "Capitalism and the Per- 
missive Society”. Its main object, he said, 
was “to persuade the open-minded reader 
that the right kind of market economy can 
be an instrument of human freedom and a 
way of satisfying human wants, rather than a 
hollow dogma to quiet businessmen’s con- 
sciences.” In part, Mr Brittan wanted to per- 


suade the radical and the “permissive” tha 
capitalism had more to offer than the 
thought. Indeed, it was more likely to foste 
the sort of society they wanted—one tha 
placed a proper stress on personal free 
dom—than the socialism that almost all o 
them said they preferred. 

Fifteen years on, many of those trouble 
some youngsters are enjoying the rewards c 
capitalism in the City and elsewhere. The 
are not the only converts to market eco: 
ics. Governments all over the world—.. 
cluding many that are nominally socialist- 
have spent the 1980s decentralising, deregu 
lating and privatising. In the vanguard c 
this change, of course, have been Ronal 
Reagan and Margaret Thatcher. Their gov 
ernments have partly led and partly fo 
lowed the shift in popular opinion that he 
made economic conservatism the dominar 
ideology of the 1980s. 

Yet Mr Brittan is not celebrating. Th 
trouble is that economic conservatism is 
quite different creed from "liberal capita 
ism" of the sort that he advocated in 197: 
This fact, and why it matters, is not well ur 
derstood. So Mr Brittan has dusted dow 
the earlier book, cut some of the later chay 
ters that are now no longer topical, added 
100-page postscript on Thatcherism an 
other matters, and attached a new title mor 
fitting to the times. The postscript is wort 
the price by itself. But new readers will als 
find the original chapters fresh and surpri 
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ing. In 1988, partly because of the tilt of the Dealing with economic distortions such 


new material, but more because of the cli- 
mate in which the book as a whole will now 
be read, many of Mr Brittan's strictures ap- 
ply most readily not to socialists but to the 
avowed friends of free enterprise. 

The core of the book sets out the case 
for economic liberalism. The word is used in 
its English sense and not in its (wrong) 
American one: what Mr Brittan calls liberal- 
ism, Americans would call classical liberal- 
ism or, perhaps, moderate libertarianism. 
Broadly, it is the view that the individual is 
the best judge of what is in his own best in- 
terests. The economic version of liberalism 
adds to this the view that the market is the 
best way for an economy to reveal and sat- 
isfy those preferences. This is partly a matter 
of efficiency—markets are unrivalled data- 
processing machines. More important, in 
Mr Brittan's view, it is also a matter of per- 
canal freedom. Liberalism regards the state 

| organ of coercion. Relying on markets 
is tne best way to keep that threat in check. 

In its more extreme forms, economic lib- 
eralism rejects government intervention 
even in areas where markets plainly fail (eg, 
in dealing with pollution), on the ground 
that governments will only make an even 
bigger mess of things; and it regards income 
redistribution as no business of the state. Mr 
Brittan’s moderate brand of liberalism sees a 
place for both sorts of intervention. But he 
insists that whenever possible this should 
work through markets, instead of overriding 
them. Mr Brittan’s liberalism also takes seri- 
ously a precept stressed by Friedrich Hayek: 
government action should take the form of 
known general rules, as opposed to dis- 
cretionary meddling. 

Both Mr Reagan and Mrs Thatcher 
have dropped the name of Friedrich Hayek 
from time to time; Mrs Thatcher seems espe- 
cially keen on the association. But just how 
^ al are these two conservatives? Mr 

an says they should really be called New 
Spartans, and points to three common 
strands in their thinking: a "super-patri- 
otic” approach to foreign affairs; an Opposi- 
tion to social permissiveness, and a desire to 
return to “traditional values"; and a hostil- 
ity to government intervention in the econ- 
omy. Only the last is liberal, at first sight 
anyway. The first two are highly collectivist. 

Even in economic policy, true liberals 
must harbour many doubts about Mr Rea- 
gan and Mrs Thatcher—and especially Mrs 
Thatcher. In trade policy, the prime minis- 
ter is a mercantilist—witness the public sec- 
tor's "buy British” policy, resistance to for- 
eign ownership of "strategic" industries, 
and so on. In domestic economic policy, she 
has left many public-sector distortions virtu- 
ally untouched: in housing (planning con- 
trols, mortgage-interest relief), in savings 
(the favourable tax treatment of pension 
funds), and in numerous open and hidden 


subsidies. 
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ny commentators have settled for 
the view that Mrs Thatcher is all right at 
economics but bad at civil liberties. Few 
have seen as clearly as Mr Brittan why these 
two strands of Thatcherism are philosophi- 
cally in conflict. It might not be a logical 
contradiction to give a central role to indi- 
vidual preferences in one domain, and then 
to stamp all over them in others. But it is 
surely a paradox, and a worrying one. Liber- 
alism, perhaps, is too precious to be en- 
trusted to conservatives. 





The raving sixties 


Sex, and after 


Days IN THE Lire. By Jonathon Green. 
Heinemann; 468 pages; £14.95 


NY Briton aged between 35 and 50 who 
picks up a book whose index, opened 

at random, includes “Pete the Rat”, Powis 
Terrace wii, Private Eye, Procul Harum, 
Psilocybin (see Drugs, LSD), Ptoof (see Devi- 
ants, The), can guess what is in between the 
covers. Mr Jonathon Green has interviewed 
100 survivors of the underground, that an- 
archic counterculture that flowered in Lon- 
don in the 1960s. In doing so, he shatters 
myths. Those crowds in Middle Earth or the 
Arts Lab set may have seemed cool, laid- 
back, egalitarian and selfless; but they were 
as hung-up, exploitative and just plain taw- 
dry as any 1950s Mayfair spiv. As Mr Sam 
utt, then as now style-conscious London’s 
urite doctor, said to Mr Green, “There 

was an awful lot of posing, a great deal of it,” 
"Every funeral I go to I'm amazed how 


many people are still alive," says one inter- 


viewee, and since anyone who dabbled in 
the underground knows a handful of friends 
who scrambled their brains before 1970 was 
out, this is somewhat heartfelt. The easy 
moral to draw from the debunking is that 
the underground had no effect on the rest of 
British society. Easy, and wrong. / 

Britain may now be governed by a cabi- 
net none of whose members would know 
the smell of marijuana; but many devotees 
of the left-wing local socialism which, in the 
early 1980s, was a domestic challenge to 
Thatcherism, knew what dope smelt like all 


Eternally groping 


right. So did many of the libertarians who 
rushed to the Conservatives in the 1970s 
from the grey Labour establishment. 

The underground's true significance, 
however, lies outside the realm of party poli- 
tics. If it had anything at its core, that thing 
was sex, lots of it. This, too, was shabby, 
and, for many women, much worse: "There 
was a lot of misery. Relationships miseries, 
ghastly, ghastly jealousy. You would scream 
sometimes, and the man would say ‘Don’t 
crowd my space.” 

Behind these uncomfortable accounts 
lies an even more uncomfortable question, 
Up with the great events of the twentieth 
century—mass sales of motor cars, telecom- 
munications, the computer—is one more, 
and it was put there by undergrounds in 
London, Berlin, Paris and San Francisco. 
From the time the contraceptive pill became 
widely available in the 1960s, until the onset 
of AIDS 20 years later, people in rich coun- 
tries had, and took, unprecedented oppor- 
tunity for recreational sex. This “Bonk, 
bonk, bonk night and day”, as a voice in Mr 
Green's book puts it, must have had some 
effect on those societies. Will somebody 
please suggest what effect that might be? 





Richard Burton 


Poor boyo 


RicH: THE LiFe oF RICHARD BURTON. By 
Melvyn Bragg. Hodder & Stoughton; 533 
pages; £15. To be published in the United 
States by Little, Brown 


H: MIGHT have been the greatest clas- 
sical actor of his age, as Kenneth 
Tynan, Britain's most celebrated postwar 
theatre critic, thought in 1955 after seeing 
his Henry V at the Old Vic. Instead, Rich- 
ard Burton (né Jenkins) ended up playing a 
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camp barber opposite Rex Harrison in 
“Staircase”, a Broadway musical star in 
"Camelot" and Elizabeth Taylor's twice- 
wed diamond mine in real life. His was a tal- 
ent royally squandered, 

Melvyn Bragg makes the best case he 
can for him, casting him as a man who 
prized language and great literature above 
love and life, certainly above mere acting. 
Burton kept notebooks (on which Mr Bragg 
draws extensively), polishing the prose and 
kidding himself that he was getting in prac- 
tice for a vast novel that would take him 


years to write. The subject? The history of 


the $37,000 pearl, La Peregrina, which was 
one of his many gifts to Miss Taylor. 

The twelfth child of a Welsh miner and 
a barmaid, Burton took his name from the 
teacher, Philip Burton, who caught him 
young and taught him not only to act but to 
speak well. It was the one gift that never de- 
serted him. His sexuality—the source, ac- 
cording to Mr Bragg, of his power on stage 
and screen—ebbed with the years. So did 
his sense of danger. But his voice never gave 
out; it kept him a star when everything else 
was lost in an alcoholic haze. 

Burton never fully recognised that the 
future would judge him not by his ephem- 
eral theatrical performances, however ac- 
claimed at the time, but by the films he 


made. He accepted too much in the cinema 
that was second- or even third-rate simply 
for the money it would bring, leaving mod- 
ern audiences to judge him by "Exorcist II" 
and "Anne of the Thousand Days", where 
he comes on like thick-sliced gammon. 

Laurence Olivier's good fortune was 
that at a critical point in his career he 
chanced upon William Wyler, a film director 
who bullied him into being the definitive 
Heathcliff for the prewar era. Burton, who 
was a Heathcliff to the life, never found his 
William Wyler and never, in the cinema, 
came to play the part he was made for. In- 
stead of Emily Bronté, he settled for Daphne 
du Maurier ("My Cousin Rachel") and a 
promising Hollywood career was side- 
tracked from the start. He failed to win an 
Oscar seven times, a record. 

Married to the world's most desirable 
movie star, Burton began to measure success 
in terms of an entry in his (Swiss) bank ac- 
count rather than an entry on a stage. But in 
the sober 1970s greed and conspicuous ex- 
travagance no longer found an answering 
chord. His popularity waned. Perhaps, when 
all is said, he did find the part he was born to 
play. He filmed "Doctor Faustus" in 1967, 
but by then life and liquor was already be- 
ginning to take such a toll chat he was no 
good in that either. 





Fear and loathing in Old Amsterdam 


Hembrandt revised- 


HE reputation of a great painter can 

probably take a knock or two. That is as 
well, because Rembrandt is getting some 
bruising treatment. A new exhibition at the 
National Gallery in London has opened un- 
der the suspicion that two of its Rem- 
brandts may be fakes; and if the 
paintings cannot be trusted, neither, 
it seems, can the man. Two newly 
published books—one a work of 
scholarship, one a novel—present 
Rembrandt as a grasping business- 
man, a grumbler, a tyrant in his stu- 
dio and not much more than an eco- 
nomic conundrum on the streets of 
Amsterdam. 

Some revisionism may be traced 
to the long-term nitpicking of the 
Rembrandt Research Project, a 20- 
year investigation by seven Dutch 
scholars of all paintings by, or said to 
be by, the master. The Research 
Project proceeds without awe or 
sentimentality, examining the 
canvases by x-ray, infrared photogra- 
phy and neutron-activation-auto-ra- 
diography; under these lights, the 
stock of real Rembrandts is rumoured 
to be falling from around 500 to as 
few as 300. Some well-loved paintings 


100 


already seem to have failed the test, notably 
“The Man with the Golden Helmet" from 
the Gemäldegalerie in Berlin. And since the 
pictures may let their admirers down, inter- 
est is shifting towards the circumstances— 





Cornering the commodities market 


venal, commercial and unspiritual—und 

which they were produced. 

In the past Rembrandt was seen as a pii 
neer of romantic isolation, a man who w: 
uninterested in the taste of the burghers « 
Utrecht and Leyden for bowls of fruit or bx 
vine meadows. But Professor Svetlan 
Alpers, an expert on the Dutch school, no 
suggests—in  REMBRANDT'S ENTERPRISI 
THE STUDIO AND THE MARKET* —that Ren 
brandt was as capable of shrewdness as an 
of his patrons. He would buy up large nun 
bers of his own etchings and keep the orig 
nal plates in order to raise their scarcit 
value. He made “a serious investment « 
time and energy in being a teacher and th 
head of a large studio operation" and h 
"engendered, nurtured, and sold the Ren 
brandt mode to the Dutch public." As if it i 
not already quite clear how hard-nosed a fe 
low the world is dealing with, Professo 
Alpers goes on to describe Rembrand* - 
the inventor of "the work of art 1 
characteristic of our culture—a commoc 
ity... produced in limited numbers an 
creating its market." And maybe that was a 
he was up to. 

Part of the fascination of fake-findin 
and studio-analysing is the enormous diffei 
ence in price between a "Rembrandt" pu 
out by an assistant, which might fetcl 
$800,000 these days, and the real thing 
which might fetch $14m. Monetary curio: 
ity is evidently what has attracted Josepl 
Heller—better known for “Catch 22"—t 
write a fifth novel, PicrURE Tuist, whicl 
traces the sales history of Rembrandt's "Ar 
istotle Contemplating the Bust of Homer” 
It is certainly not reverence for the painter 
whom Mr Heller describes as dull, status 
conscious and “not in himself an interestini 
man nor especially nice." 

Mr Heller is keen to demonstrate Mr 
Alpers's point that art is a commod 
ity, and keener still to relate th 
creasing value of Rembrandt's 
to contemporary events, such as th: 
advent of Hitler or Mickey Mouse 
There is said to be a trenchant mod 
ern parable lurking in this novel 
about the ridiculousness of both his 
tory and consumerism; but it seem 
unfair to pick on Rembrandt to carn 
it. Revisionism of a kind is in order 
He has undoubtedly been treated ir 
too reverent a fashion in the past; h« 
was a man who needed to build up : 
reputation and make sales, and whe 
bullied his students to the point o 
tears for their mistakes. Yet his busi 
ness acumen, or lack of it, makes nc 
difference to the great paintings. Th« 
man behind the self-portraits, "Bel 
shazzar's Feast" and “The Night 


*Thames & Hudson; 160 pages; £20. University 
of Chicago Press; $29.95. +Macmillan; 351 
pages; £15.95. Putnam; $19.95. 
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Watch"—not to mention omes 
Contemplating the Bust of Homer"—may 
have had his mind full of unpaid bills, com- 
missions, guilders and enterprises, but none 
of these kept the inspiration out. 


Salman Rushdie and India 


Satanic Reverses 


OOKS are rarely restricted in India. Al- 

though political and religious passions 
run strongly, and debate often turns violent, 
the enormously anarchic book trade is usu- 
ally left alone. Its anarchy protects it. Ban a 
book, and it will still be available through 
the pirate presses. Hence the wide dismay 
when, on October 5th, Salman Rushdie's 
“The Satanic Verses" * was banned. Indian 
writers (whose attitude to the expatriate Mr 

ndie is admiring, but cool) have peti- 
tioned the prime minister, Mr Rajiv Gan- 
dhi, on his behalf. Messrs Tom Stoppard 
and Kingsley Amis have sent telegrams. Not 
least, the easily stirred Mr Rushdie has been 
on Indian radio, wondering whether the 
land of his birth can still make the claim to 
be a civilised society. 

The ban is the almost single-handed 
work of Mr Sayed Shahabuddin, editor of 
Muslim India magazine and a member of 
the opposition Janata party. Mr Shaha- 
buddin, who has not read Mr Rushdie's 
novel, describes it as “filthily abusive". The 
life of the prophet Muhammed, with which 
the book deals inter alia et multa, should, 
he feels, be left alone as a holy example of 
human behaviour; and India should not 





*Viking; 547 pages; £12.95 and $19.95. 


^^ tale of a kipper 


F THE six authors shortlisted for 

next week's Booker Prize for fiction, 
none is more controversial than Salman 
Rushdie. Mr Rushdie won the Booker in 
1981 with ""Midnight's Children", a study 
of India’s evolution since independence; 
but when he failed to win it in 1983, with 
"Shame", he personally harangued the 
judges. Losing gracefully comes hard to 


him. 

Mr Rushdie has been ruthless in his 
dropping of old agents and editors—nota- 
bly Liz Calder, who published his early 
and unsuccessful work at Cape—in fa- 
vour of a promise of bigger profits from 
Andrew Wylie in New York. Viking was 
in fact prepared to pay £850,000 ($1.5m) 
for the honour of publishing "The Sa- 
tanic Verses" and its successor: no record- 
breaker, Mou: in the field of commer- 


mixing up the sacred and the profane. 

"The Satanic Verses" takes its title from 
an incident in Muhammed's life when the 
polytheistic citizens of Mecca persuaded 
him to add two verses to the Koran to give 
angelic status to three of their favourite god- 
desses, Lat, Manat and Uzzah. The prophet 
complied. A few years later, however, 
Muhammed excised these verses as propa- 
ganda for false gods; they had been dictated 
to him, he now claimed, by none other than 
Satan himself masquerading as the archan- 
gel Gabriel. 

Evil masquerading as virtue is thus the 
broad theme of the book. The story starts 
and ends with a fall. Gibreel Farishta, a 
Bombay film star with a talent for portraying 
God, and Salandin Chamcha, whose versa- 
tile larynx has made him the man behind a 
thousand voice-over advertisements, are fly- 
ing across the English Channel in a jumbo 
jet when terrorists destroy it. Gibreel and 
Saladin float comfortably to the ground 
where Saladin, speedily arrested as an illegal 
immigrant, has a hard time explaining away 
the horns, hooves and lust he has suddenly 
acquired. Gibreel, meanwhile, is granted a 
halo and sent off on the first train to Lon- 
don. From this moment on, Gibreel and Sal- 
adin operate as good and evil, angel and 
devil, and as mere human beings baffled by 
their new powers. 

Muhammed enters in the book's 
strange central episode. The reader is sud- 
denly transported to Jahilia, "city of sand", 
a depressing place where the prophet Ma- 
hound replays the old story of Muhammed 
as he receives his divine revelation of good 
in evil and evil in good. It is to Mahound 
that Mr Rushdie's attackers object, and in 
particular to the portrayal of his 12 wives as 


cial fiction, but a staggering sum for a 
literary novel. 

Raised as a privileged child in Bombay, 
Mr Rushdie suffered a humiliating school- 
ing at Rugby and continued to feel a misfit 
at Cambridge. He read history, a course 
which would later prove a useful back- 
ground for “The Satanic Verses". In 1974 
he made his debut as a novelist with 
"Orimus". The reviews were appalling 
but, far from being dispirited, Mr Rushdie 
went on to write the 900 pages of “Mid- 
night's. Children". This won him the 
Booker in the first year that the prize was 
televised, a coincidence which did him no 
harm at all. 

Mr Rushdie has now become an inter- 
national celebrity, to be seen chatting 
with the likes of Mario Vargos Llosa and 
Gunther Grass. He has recently become a 








have to stomach the western fondness for 


An author without apology 


prostitutes in a brothel. Mr Rushdie insists — 


(unconvincingly) that this is not meant to be 
the prophet himself. And he does not in- 






tend, he says, to attack Islam. His book is ! . 


about “migration, metamorphosis, divided 
selves, love, death, London and Bombay”, a- 
modest thesis in which the author himself 


makes a small entry as Mahound's disciple — 


and scribe, “some kind of a bum from Persia 
by the outlandish name of Salman.” 
The story ends simply and, possibly be- 


cause of the comic riot that has gone before, 


with considerable power. Saladin has re- 
turned to India for a final attempt at recon- 
ciliation with his dying father. The father 
appears to forgive, but then utters his last 
word: “No”. India, too, might forgive; it 
may not have uttered its last word yet. But 
Mr Rushdie has already decided never to re- 


turn to India to ask the favour in person. 








member of what could be called the 
Campden cabinet, a group of writers who 
meet at Harold Pinter's house in 
Campden Hill Square to plot the downfall 
of Mrs Thatcher. His future depends less 
on whether he wins the Booker for a sec- 
ond time than whether it will win for him, 
at last, a readership in America. 

“The Satanic Verses" contains a clue 
to Mr Rushdie’s psyche, based on his own 
first encounter with a kipper at Rugby. 
The devil-figure, Saladin, 
agonising 90 minutes struggling with this 
most obdurately bony of English delica- 
cies before he is allowed to leave the table. 
Like Mr Rushdie, he sees the experience 
as symbolic of the struggle to come. No- 
body in Britain, which he had been 
brought up to love, was ever going to 
teach him how to do things properly. “TI 
show them all”, he swore. “You see if I 
don’t.” Showing them all has kept Mr 
Rushdie busy ever since. 
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. LECTURER/SENIOR LECTURER 
IN QUANTITATIVE METHODS ——- 
LIVERPOOL SCHOOL OF TROPICAL MEDICINE 


T “Applications are invited for this post in the Department of International Community 


Health. Duties include teaching in the use of information in the management, 


~ collection and processing of quantitative data, research design, demography, and 


us applied statistical techniques. in addition, the appointee will participate in the 


a - Departmental research and consultancy programme and advise on the appropriate 
-. use of computer software for the handling of quantitative data. 

Applicants should have an appropriate higher degree, at least two years experience 
in research and development within a health system, and competence in commonly 
used software. Developing country experience will be an advantage. 
The appointment is for three years and the salaty scale will be based on 
qualifications and experience within the University scale. 

< Closing date for applications is November 30, 1988. The Liverpool! School of 
Tropical Medicine is an Equal Opportunities Employer. 
Enquiries and applications with full CV and the names of three referees should be 
sent to: 


Professor K. W. Newell 

Department of International Community Health 
Liverpool Schoo! of Tropical Medicine 

- Pembroke Place 
. Liverpool L3 5QA 
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. . TheLDDC is successfully engaged in the development of London's 
Docklands and leads in the field of urban regeneration. The range of 
programmes iricludes major road, rail and infrastructure, commercial/ 
residential development schemes and a growing range of social and 
community initiatives. > — . | 

Reporting directly to the Chief Executive, the Executive Office takes 
a central role in the formulation and co-ordination of strategic objectives, 
policy and resource allocation. The team is now seeking a Corporate Plan 
Manager responsible for all stages of the Corporate Plan process through 
to final presentation, working with team members to establish formats, 
identify key policy issues, and contribute to Corporate Performance 


regeneration 


THE UNIVERSITY OF SYDNEY, AUSTRALIA 


SENIOR LECTURERS/LECTURERS IN ECONOMICS © 
: (Reference No. 39/04) | 


Applicants should be well qualified in analytical economics with interest in 
one or more of Macroeconomics, Finance and Public Economics. In addition 
ability and interest in teaching mathematical and quantitative economics in 
conjunction with one or more of these fields would be advantageous. More 
than one position may be available. 

Applicants for appointment as senior lecturer should have exhibited research 
capacity and lecturing skills with undergraduate classes and groups of 
advanced. students. Applicants for appointment as lecturer should have 
oh potential for sustained research and lecturing to undergraduate 
classes. 

Appointments to lectureships/senior lectureships have the potential to lead to 
tenure and such appointments are usually probationary for three years. 

With the approval of the University, staff with the rank of lecturer and above 
may undertake limited consulting work, 

Salary: Senior Lecturer A$39, 745-A$46, 179 per annum; Lecturer A$29,842- 
A$38, 932 per annum. 

Applications, quoting reference number and includin curriculum vitae, list 
of publications and the names and addresses of three referees, to the 
Registrar, Staff Office, University of Sydney, NSW 2006, Australia by 18 
November 1988. 

Further general information is available from the dai alte Officer 
Association of Commonwealth Universities, 36 Gordon Square, Londoi 
WC1H OPF. 

The rob alga ead the right not to proceed with any appointment for 
financial or other reasons. | 

Equal employment opportunity is University policy. 





:117000-£20,500 


Depas eterna 








Applicants of graduate level will be able to offer a grasp of 
processes and experience of plan/policy development. 
Excellent presentation and numeracy skills are essential together with a 
critical ability in undertaking programme appraisal. 

Please send a full cv to Mr Chris Woodman, Personnel Officer, 
London Docklands Development Corporation, Unit A, 
Great Eastern Enterprise, Millharbour, London E14 9TJ. 

.' Weintend to start reviewing applications on Monday, 7th 

November 1988. 

Àn Equal Opportunity Employer. 



















London Business School 
Research Fellows/Research Officers 


ESRC/DTI PROJECT ON NEW 
TECHNOLOGIES AND THE FIRM 


The School intends to make four ap- 
pointments, two at a more senior level, 
to work ón the above project under the 
direction of Dr P. C. Grindley, Prof John 
Kay and Dr P. Willman. Two appoint- 
ments will be made in the broad area of 
the economics of technical change, 
and two in the area of organisational 
behaviour; however, the research will 
be interdisciplinary arid preference will 
be given to candidates with experience 
in both fields, 


Successful candidates are likely to 
have a postgraduate qualification in a 
social science discipline; for the senior 


Ve urgenily require the following: 


Experienced Economist 
M and E 


for several short term inputs in. 
Pakistan for major agricultural ex- 
| tension project. 


Agronomist 


experienced farming systems for 
long term consultancy in Southern 
Africa. Good conditions, interest- 
ing work. 

Please telephone lan MacDonald 
and Associates Ltd on Brighton 
(0273) 821778. 12 Church Road, 
Hove, East Sussex BN3 2FL, 


THE UNIVERSITY OF MANCHESTER 





The University invites applications 
f a Chair in the Department of 
‘counting and Finance. No par- 

ticular specialism is sought and 
applications from those with ex- 
pertise in any areas of accounting 
and/or finance are encouraged. 
Other Chairs in the Department are 
occupied by John Arnold and Rob- 
ert W, Scapens. Salary will be 
within the normal professorial 
range, with superannuation 
benefits. 

Applications (one copy suitable 

for photocopying), giving full de- 

tails of qualifications and experi- 
ence and the names and ad- 
dresses of three persons to 
whom reference may be made, 

should be sent not later than 21 

November, 1988 fo the Registrar, 

The University, Manchester M13 

9PL, from whom further particu- 


| lars may be obtained. (Tel: 061- | 


| 275 2028.) Quote Ref 239/88/EC. 


E The University is an equal oppor- A 


L ne "mp 


APPOINTMENTS — — 


posts, previous research or industrial 
experience will be advantage. All ap- 
pointments are for three years in the 
first instance, with the possibility of 
extension for a further two years. Ap- 
pointments will be made as noon as 
possible. Research Officers will be ap- 
pointed on Scale. la (£11,712-£17,799) 
and Research Fellows on Scale 2d 
(£16,530-£21,534) according to age or 
experience. 


if you would like to apply for one of 
these posts please write enclosing full 
CV and the names of two. referees to 
Judith Fry, Centre for Business Strate- 
gy, London Business School, Sussex 
Place, Regent’s Park, London NW1 
45A. Tel: 01-262 5050. The closing 
date -for applications is Monday 14 
November, 1988. 


“ECONOMIC POLICY, 
VITH US IT'S NOT JI 
IT'S PRACTIC 





























We're looking for recent and current graduates to join us as Assistant/ 
Senior Assistant Economists. Your job will be to provide ministers and 
administrators with information and advice on the economic aspects of their 
policy, covering a wide range of commercial, institutional, financial, foreign or 
social matters. In practice, this can involve anything from sophisticated 
computer modelling to policy advice delivered to demanding deadlines, working 
on issues of real significance to the economy. 

Probably aged in your early to mid twenties, vou should have a good 
first or second class honours degree in an Economics or related discipline. Good 
communication skills, including the ability to relate complex economic issues to 
non-specialists, are essential. 

We will provide a training and development programme that is second 
to none. Movement between departments is encoufaged, so you wil be 
presented with a wide variety of opportunities with which fo broaden your 
knowledge and develop your career. 

Starting salary up to £16,345 depending on age, qualifications, 
experience and location. Benefits include 25 days’ annual leave and non- 
contributory pension. 

For more experienced posts at Adviser level see our advertisement in 
the Economist on 11 November. 

For further details telephone Tom Morris of the Economist 
Management Group on 01-270 5093, or write for an application form [to be 
returned by 24 January 1989) to Civil ‘Service ommission, Alencon Link, 
Basingstoke, Hants RG21 YB, or telephone Basingstoke (0256) 46855] 
__fanswering service operates outside office hours). Please quote ref: G/621. 





LECTURER IN MANAGEMENT STUDIES 
Applications are invited for a Lectureshi in Management Studies in the field of 
Quantitative Aspects of Management including Operations Research and Produc- 


tion Management. Applicants should possess appropriate higher degrees and/or. 


professional qualifications. Preference will be given to applicants with teaching and/ 
or professional experience. 
Annual salary (superannuable) is on an 11-point scale: HK$200,340-HK$334, B60 
(approximately £15, 180-£25. 370; sterling aquivalent as at September 1, 1988). 
rting salary will depend on qualifications and experience. At current rates, 
salaries tax will not exceed 154 g cerit of gross income. Children's education 
allowances, leave, and medical benefits Ze provided: housing or tenancy 
allowances are also provided in most cases at a d of 7i per cent of salary. . 
Further particulars and application forms m v Peed obtained from the Appoint 
ments Officer, Association of Commonwealth — 36 got irj 


rona oi eid UK, or from the Appointm jisty, " 
Hong Kong. segre o provide, 
ive title; and a briel 


Appi 
ed kaw: ir major spei a short 
ary of the work they have undertaken and the direction in which their work 
is summary ot t Closing date Sth January 1989. 
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IVERSITY OF WELLING 


VICTORIA UN 
se New Zealand `. 


TON 


CHAIR IN PUBLIC POLICY 
. Applications are invited from suitably qualified women and men for appointment 


j| - ag Professor of Public Policy. 
The Public Policy Group is one of 11 groups in the Faculty of Commerce and 










‘| -ainvof encouraging interdisciplinary research and teaching in areas of particular 
| "concem in New Zealand's capital city, which is a .centre. for finance and 
administration in both the public and private sectors. 


: The Public Policy Group provides courses and programmes which take a 
4. omultidisciplinary approach to the formulation and evaluation of public policy, the 
zs process of implementation and the effects of policy outcomes. The group is 
responsible for courses in public administration, public sector management, public 
: économics and government accounting at the undergraduate and Honours levels. 
itis also involved in the professional education of senior public servants in a Master 
of Public Policy Programme, and in executive development courses. The group has 
close links with the Political Science Department and Institute of Policy Studies. 














The appointee will have a leading role in developing a Compete Pree amine 
of undergraduate, graduate and professional education, and in providing leader- 
ship in academic research. Active participation in Faculty administration will also 
be expected. | 


Applications are invited from academics with an outstanding research record and 
proven academic leadership in some area or areas of public policy, such.as public 
.^ administration, policy science, public economics or government accounting. 
z. Applications will also be considered from persons whose academic qualifications 
are complemented by substantial experience in the formulation and implementa- 
tion of public policy at a senior level. 


The salary range for Professors is NZ$76,000-NZ2$95,000 per annum: Provision 
has recently been made for the University to pay additional allowances, in several 
categories, up to an overall maximum of 25 per cent of salary. — ^ 

Conditions of appointment and method of application are available from the 
Appointments Officer, Association of Commonwealth Universities, 36 Gordon 
_ Square, London WCTH OPF, or from the Administrative Assistant (Appointments), 









































































































-711 700), with whom applications close on 16 January 1989. 
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Ohio University | 
Endowed Chair in Contemporary History 


coc The Department of History and the Contemporary History Institute at Ohio 

University invite applications to fill a recently-created endowed Chair in 

"c Contemporary History, jointly funded by Ohio University and the Ohio Board of 
Regents Eminent Scholar Program. Salary range $70,000-$80,000 with additional 
"support for travel, research assistance and library acquisitions. 


c.v We seek a scholar of international reputation for excellence in any field of 
contemporary (post-1945) history with: a) an exceptionally strong record of 
"publication based on archival research; b) a demonstrated ability to undertake 
interdisciplinary studies related to contemporary history; and c) proven teaching 
and leadership skills. We encourage applications from scholars in closely related 
..flelds—for example, economics or political science—whose research interests 
include a major contemporary history component. 


555? With support from Ohio University, the Ohio Board of Regents, and the John D. 
-* and Catherine T. MacArthur Foundation, the Contemporary History Institute is 

. building a unique graduate-level inter-disciplinary program aimed at linking 
historical research on the recent past with current and future policy issues. The 
Endowed Chair in Contemporary History is to be a central element of that 


d program. l 
|. Letters of application, together with résumés, references, and samples of recent 
=> publications, should be sent, no later than January 1, 1989, to: 


Professor John Lewis Gaddis, Director 
Contemporary History Institute 
Bentley Hall 
Ohio University 
Athens, Ohio 45701 

|. (614).593-4356 or 4332 

Ohio University is an equal opportunity, affirmative ac 


i n employer. 





Administration. The Faculty was restructured after a 1986 external review, with the | 


Victoria pee of Wellington, PO Box 600, Wellington, New Zealand (fax 04- 









| vember 30, 1988, to Mrs A. M. 





UNIVERSITY OF Major and wide-ranging 
SOUTHAMPTON study of Manchester's 
gr c Hulme Estate 


Senior 
Experimental 
Officer 
Applications are invited for the 
post of Senior Experimental 
Officer in the Department of 
Economics. The post will be for 
two years in the first instance, 
with the possibility of renewal 
on either à temporary or per- 
manent basis. The duties of the 
appointee will be to facilitate 
the research activities of mem- 


bers of the Department, by 
providing guidance and assis- 


Expressions of interest are invited 
from potential consultants for this pro- 
posed study of the Hulme Estate, 
Manchester. The. Study will assess 
the social and economic environment 
of the estate and the. physical condi- 
tion and management of the housing 
and surrounding areas, produce and 
appraise options for the future of the 
area and its tenants. 


The contract, to be let by competitive 
tender, will be funded by the Depart- 
ment.of the Environment and super- 
vised by a Supervisory Group, com- 


tance on acquiring and han- prising representatives of - the 
dling data bases, econometric Department, Manchester City Council 
procedures and computing and the tenants of Hulme. 


problems. There will also be 
opportunities for the person 
appointed to pursue individual 
research and, where appropri- 
ate, do some teaching. Candi- 
dates should ideally have at 

| least a Masters Degree, with 
i knowledge of economics, sta- 
tistics and computing and ex- 

| perience of participating in ap- 
| plied economic research 
| projects. The appointee will be 
on Academic Related Grade 2 
scale, £12,150-£15,720 per an- 
num and it is hoped that the 
il.candidate will take 

post on April 1, 1989. 
‘opies of applications 
ith. CVs quoting reference 
MB/97, should be sent by No- 


The Study will cover a wide rang 

subjects, ranging from drug abuse to 
housing construction and will require à 
willingness and ability to work closely 
with tenants’ groups. Interest is 
sought from individuals, organisations 
or consortia to work as: | 


A main contractor to manage and 
implement this major study either with 
or without sub-contractors; 
Sub-contractors to undertake specific 
tasks in specialist subjects under con- 
tractto a main contractor. 

Replies to Tim Rouledge, Department 
of the Environment, NW Regional Of- 
fice, Sunley Tower, Piccadilly Plaza, 





A 








 .|Binns, Staffing Department, Manchester M1 4BE. Telephone: 061- 
^; | The University, Southampton, | — 8329111, ext 2501. 
| Hampshire SO9 5NH. Closing date 25 November 1988 
THE AUSTRALIAN NATIONAL UNIVERSITY 


Applications are invited for appointment to the following position: 


RESEARCH SCHOOL OF PACIFIC STUDIES 
DEPARTMENT OF ECONOMICS _ 
POSTDOCTORAL FELLOW/RESEARCH 
FELLOW/SENIOR RESEARCH FELLOW 


Area: Theoretical and applied studies of economic development and trade, with 
special reference to the countries of Southeast Asia and the Pacific. Applicants 
must be strong in economic analysis, and who will enhance its work on macro- 

. economic problems of Southeast Asia and the Pacific. A short statement of 
research plans to be sent with the application, —  — x 
Qualifications: PhD or equivalent; evidence required of ability to conduct 
independent research; some publications in well-recognised journals essential. 
Post: Full-time; primarily research, with possibility of some graduate. teaching; 
available July 1989. Secondments from other Australian institutions considered. 
Deiails: Before applying from the Registrar, or from the Appointments Officer, 
Association of Commonwealth Universities, 36: Gordon Square, London WCTH 
OPF. Please quote Ref PA.6.10.2 JUN spo sb n 
Closing date: 30 November 1988. 


Salary: Postdoctoral Fellow Grade 1 (fixed point): A$25,842-A$29,476 . pa; 
an Fellow: A$29,842-A$38,932 pa; Senior Research Fellow: A$41,342- 
Appointment: Senior Research Fellow/Research Fellow up to three years, possibili- 
ty of extension to five years; Postdoctoral Fellow normally two years, possibility ot 
extension to three years. Applications should be submitted in duplicate to the - 
Registrar, The Australian National University, GPO Box 4, Canberra ACT 2601, — - 
Australia, quoting reference number and including curriculum vitae, list of- 
publications and names of at least three referees. The University reserves the right 
not to make an appointment or to appoint by invitation at.any time. Hu ir bl 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER © 











THE AMERICAN UNIVERSITY 
IN CAIRO (EGYPT) 


invites applications for two faculty openings in Economics. Appointees will teach, 
" t lish and according to their specialities, BA and MA level courses such as 
uctory economics, microeconomic theory, agricultural economics, planning 


a project evaluation, economic a a el Node systems,. human.. 
ary accor 3 
appointments (renewal possible ps 


..qesources and economic development 
Seamer and: experience. Two-year a 
| ember 1989. For expatriates, roundtrip air travel to Egypt, housing, partial 


D required 


00! fees for two children are included. Write, with umé and names and 


aidresees of three references, to: Dean of the: Faculty, T The American University in 
Cairo, 866 United Nations Plaza, New York, NY 10017, by Janua y 1989. 





PARLIAMENTARY ECONOMICS 
RESEARCH ASSISTANT 


c. £11,000 


An economics graduate is required by the Social & Liberal 
Democrats parliamentary party, to work principally with the 
Convenor of the Economic and Treasury team. 

Informal enquiries and applications, with CV and names of two 
referees, should be directed to Jim Wallace, MP, Chief Whip, 
E Social & Liberal Democrats, House: of Commons, London SW1A 
pi Closing date: 7 Baits a 28 


UNIVERSITY OF BATH 
SCHOOL OF MANAGEMENT . 


 LECTURESHIP IN BUSINESS El 


The School of Management is seeking to -— a ACER IS : «cialis 
irse c analysis m the area of business economics and inatagement. 
| would be particularly interested in candidates with expertise in the area 

of business ieee and market analysis. 

re are currently six Professors in the School, and a-seventh Chair in 
Information Technology — funded by ICL - will shortly be advertised. In addition 
- there are some 30 other permanent members of staff. 
Members of staff are heavily involved in research, with the current research 
income of the School in excess of £1.25 million. 
It is anticipated that the appointment will be made on Lecturer Grade A. An 
appointment to Lecturer Grade B may be made, exceptionally, if the experience 
and qualifications of the successful applicant warrant this. — 
Salary: Lecturer Grade A £9,260-£14,500. Lecturer Grade B £15, 105-£19, 310. 
Anyone seeking further details is invited to contact Professor B. T. 
Bayliss. Telephone 0225 826111, Further written particulars and 
application forms are available from the Personnel Officer, Universi- 
ty of Bath, Bath BA2 7AY, nay reference 88/233. Closing date for 
applications: 11th h November, 1988 f 











UNIVERSITY 
OF STIRLING 





As part of the continuing expansion of the Department:of Business and 
Management applications are invited for the following: 


PROFESSOR OF MARKETING 
LECTURESHIPS IN MARKETING 
TEACHING FELLOWS IN MARKETING 
VISITING POSITIONS 


The appointments reflect the high priority given to building up the strong 
marketing group in the Department of Business and Management. 

Further particulars and details of the posts are available from the University 
Secretary, University of Stirling, Stirling, FK9.ALA, Telephone (0786) 73171, 
ext 2314, to whom applications, wi ich should contain the names and 
addresses of three referees, should be sent by 21 November 1988. 

Anyone wishing to discuss the posts further should contact the 
read of ai odai, Professor 1 T. comem e ext 2386 



















: Netherlands was s established i in 1984 at the 
University of Limburg at Maastricht. This rapidly 
«growing Faculty experiments with problem- 

oriented learning in its curriculum. In its research it | 
aims at integration of economics, business 
administration, the social sciences and quantitative 
methods. Education and research are particularly 
focussed on problems in the fields of Labour, 
Technology and the Public Sector. The Faculty 
seeks applications for the position of: 


associate professor of 
industrial organization 
and competitive 
strategy 

Applicants are expected to have a broad 
educational and research experience in this field. 
They should have completed a doctoral 
dissertation and have published a number of high- 
quality contributions to this area. In addition, they 
should have demonstrated management qualities 


in an academic or business organization. 
Appointees should attain fluency in Dutch. 


The academic ranks in the Netherlands are built _ 
up as follows: assistant professor, associate — E 
- professor, full professor. Associate professors are 
expected to contribute to education, research and — 
administration with a great deal of independence. 


The salaries are in the range of Dfl. 6.227 to 8.144 
gross per month, dependent upon age, education 
and experience. 


Further information can be obtained from 

Prof. Hein Schreuder, tel: 043-888802. 

Applications are expected in writing within three 

weeks after the publication of this announcement. 
' Please address applications to: Rijksuniversiteit 
Limburg, dienst Personele Zaken, Postbus 616, 
6200 MD Maastricht, the Netherlands and refer to 
[| vacancy number 8100' on both the letter 

and the envelope. 


Rijksuniversiteit Limburg 












THE UNIVERSITY OF MANCHESTER 


SENIOR FELLOWSHIPS 


Applications are invited for SIMON RESEARCH FELLOWSHIPS in any of DES 


the Social Sciences, including Law and Education, tenable duririg the 
academic session 1989/90. Stipends, where applicable, normally within ` 


the range £9,260-£19,310 pa (Simon Research Fellowships) or £20,270- | - 
£22,910 pa (Simon Senior Research Fellowships) according to qualifica- ^| 


tions and experience. | 
Applications are invited for HALLSWORTH FELLOWSHIPS in advanced 
work in the field of Political Economy (including Public Administra- 
tion). Stipends, where applicable, within the range £9,260-£28,820 pa 
according to qualifications and experience. 


These Fellowships are not awarded for postgraduate study and . 


applicants should have experience which will qualify them to carry out — 


a substantial piece of original research. Enquiries about the scope of | 


the Fellowships are welcomed. Further particulars and application . 
forms (returnable by December 1st, 1988) are obtainable from the 


` Registrar (Academic Staffing), the University, Manchester M13 9PL. - 


Telephone 061 275 2028. Please state for which Fellowship details are 
required and quote t iz E 








The University ia ane m" qual 9j portunities employer 





















CENTRE FOR JAPANESE STUDIES 


- LECTURESHIP/SENIOR 
LECTURESHIP IN MODERN 
JAPANESE STUDIES 


As peto the Centre's continuing expansion consequent upon the 
Parker initiative, applications are invited for the above post, in any 
field of Modern Japanese Studies, from a date as soon as possible. 


Initial salary will be on the scale £9,260-£19,310, or £20,270-£22,910 
per annum (Lecturer or Senior Lecturer), at an appropriate point, 
according to age, qualifications and experience. 


informal enquiries should be addressed to Professor G. Hook (0742) 
768555, ext 4384. Further particulars are available from the Personnel 
Department (Academic Staffing), The University, Sheffield $10 2TN to 
which applications (six copies) parc: a 

curriculum vitae and the names and addresses of 
three referees should be sent by November 11, 
1988. Please quote reference MAPO77/C. 


! : An Equal Opportunity Employer 


at the leading edge 





. ECONOMIC DEVELOPMENT 
PUBLICATIONS AND RESEARCH 
£11,934-£13,887 | 
BASED IN EXETER 


We think we can persuade you to join us and play an 
active part in the Devon economy. Could you persuade 
others to follow you? 


If you can identify, research and communicate the 
information that firms need in making location decisions, 
we would like to hear from you. 


You will probably be a graduate with a background in 
geography or economics. You will certainly need to have 
an interest in economics and current affairs. You will be 
helping us to promote and market the County, providing 
information and statistics relating to Devon's economy 
and the broader range of factors which interest the 
Authority and the business community in the area. 


Application form and further details from the Property 
Department, County Hall, Topsham Road, Exeter EX2 
4QQ. Telephone Exeter 272603. Closing date 

9 November 1988. 


/ ANEQUAL 
OPPORTUNITIES 
mum EMPLOYER um 

















Progress through Learning - 


Applications are invited from suitably qualified people 
regardless. of race, sex, colour. or. national origin for 
appointment to the following posts: . | : 


Department of Economics 


Senior Lecturer 2 Posts 


Applícations are invited for appointment to Senior Lectureship in 
Economics. Applicants must hold a Ph.D. degree in Economics preferabl 
with some teaching experience at an African University. Ability to teac 
Macroeconomics and Quantitative Economics at undergraduate and 
post-graduate level will be a strong recommendation. 








Successful candidates may be required to work at the main branch in 
Umtata or at the recently established branch in Butterworth, 










Additional benefits include payment of removal of furniture and 
personal effects, assistance towards universit education — 
of children, accident insurance cover, study leave, 
leave gratuities on retirement and membership 
of group assurance, pension a 
medical schemes. 
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- HEAD, DEPARTMENT OF ECONOMICS 
THE UNIVERSITY OF ILLINOIS AT URBANA—CHAMPAIGN 


RESPONSIBILITIES: 
Provide strong academic leadership in the research and 
teaching programs of the department. Capable of construc- 
tive and successful interaction with students, faculty, alumni 
and the broader community. Responsible for all academic, 
administrative, and budgetary matters as well as effective 
liaison within the College and University. 
QUALIFICATIONS: 
"Earned doctorate and evidence of demonstrated excellence in 
^ research, teaching and service sufficient to merit the rank of 
full professor in the department. Preference given to person 
whose education, background, and relevant experience indi- 
cate ability to provide strong academic leadership. 


RANK, SALARY AND BEGINNING DATE OF EMPLOYMENT: 
This position carries the. academic rank of. Professor of 
Economics. Salary is negotiable. Beginning date of employ- 
ment is on or before August 21, 1989. 


APPLICANTS CONTACT: 
Howard Thomas, Chair Search Committee for the Head of the 
Department of Economics. Attn:.Ms Fonda Bowden, College 
of Commerce and Business Administration, 260 Commerce 
West, Box 110, 1206 South Sixth Street, Champaign .1L61820. 
Telephone 217-333-2747 (for Ms Bowden). 


APPLICATION DEADLINE: 
To ensure full consideration, nominations and applications 
(including résumé and names of three references) should be 
submitted by November 1, 1988. "n 


THE UNIVERSITY OF ILLINOIS I$ AN EQUAL OPPORTUNITY/ 















































































STUDY FOR AN 
AMERICAN DEGREE 
IN EUROPE 


Associate, Bachelor, Master degrees 
(ABA, BBA, MBA, BA, MA, MIM, LL.B, BPA) 


Business Administration Hotel Management 
Computer Systems Management 
International Relations & Diplomacy 
Law/Public Administration 
Visual Art, Languages, Pre-Engineering, 
Pre-Medicine, University Preparatory Courses 


^* Centres in London, Paris, Strasbourg, Madrid, 
Heidelberg & Engelberg (Switzerland) 
‘x Inter-campus and USA transfer | 
A Language of instruction = = English 
| ^ * English for non-English speakers 
E Accredited member AICS, Washi ng on pe, usa. 


. SCHILLER INTERNATION IAL UNIVERSI n 


(Dept D3), 51 Waterloo Road, Lor BTX 
Tel: Hon 928 8484 Telex:8812438 SCOL Fax: (01) 6201226 
aa member Aot, beanie Mi vee 








12 month MBA programmes 
in the City of London 


The City of London contains one of the greatest business and 
financial concentrations in the wor 


Within the ' hen uate Mile’ ' the City University Business School 
on 


offers intensive 12 month programmes (October to Sepie moe leading 
to theaward of an MBA degree specialising in: l 


@ Computer Management 

@ Export Management & International Business 
@ | Finance 

© Industrial Relations & Personnel Management? .. 
@ Marketing" 


Applicants should possess an Honours degree or an 
equivalent professional qualification. 


Alla Lie must take the Graduate Management 
Admissions TER (GMAT). 


The School is housed within the cultural complex of the 
Barbican Centre for Arts & Conferences just minutes from St Pauls 
Cathedral and the Bank of England. 


Further details may be obtained from: 


Liz Taylor, City University Business School, 

Department of Business Studies, Frobisher Crescent, 
rbican Centre, London EC2Y 8HB. 

Telephone: 01-920 0111 Ext, 2234. 


* 


Also available as a 2 year part-time course : p 
f Gives full exemption from IPM Corporate Membership — u 





Oxford 


20 November 2 Düceinber 1988 


a Teecopiri = (0090) 7804/4 











Executive 
Seminar 





"My objectives in joining the seminar were’ 
threefold: Firstly a change of pace and 

environment; secondly an opportunity to study — - 
and discuss themes which are not given enough — 
attention amid the usual short term pressures 
and thirdly to gain an insight into the key issues 
likely to affect the business environment in the- 
1990s. There was a high score of achievement 
on all three counts - | came with high | . 

expectations and these were amply fulfilled". 


This seminar offers an annual opportunity for 
senior executives from various organisatio | 
countries to review developments throughout th 
world with the help of eminent academic and 

business specia lists in presentations and o 
discussions, and with men and women of similar 
status, but different backgrounds, in cd 
and plenary sessions. . 





Current developments to te discussed will - 
include: . 


" Deubloprnenté | in the UK business scene as 
the Conservative Government moves into its 
third term; 


e The role ob the US economy jide anew 
President who will inherit many problems; 


e 1 992: the challenges and the opportunities 
as the starting date for the "single market" 
approaches. 


Seminar Director: - Bob Vause 


Seminar Consultants: Sir Douglas Hague 


Bill Weinstein 


Price: £3100 + VAT Residential 
Enquiries to Mrs Dorothy Cooke 


Telephone: (0865) 735422 
Telex: | 83147 attn TEMCOL 












f College Credit for Work Experience - 
Business  * Engineering * Education 
Earn a bachelor, master, doctoral degree. Guided 
independent Study. One-on-one faculty advisors. 
No classes * seminars » residency. Call 
for no-cost Evaluation * Catalog 
(213) 645-3636 
5771 W. Century Blvd, Suite 605, Dept 34, Los Angelas; CA 90045 













University of Manchester 


INSTITUTE FOR DEVELOPMENT 
POLICY AND MANAGEMENT 


DEVELOPMENT FINANCE 
INSTITUTIONS: 


MANAGEMENT AND DESIGN 


A thorough training for middle and higher level officials of commercial and 

development banks in the design, appraisal, supervision and evaluation of 

lending programmes, in particular those aimed at small businesses and 
. small farmers. : 














MANAGING PUBLIC ENTERPRISES 


A course designed to identify and suggest ways of overcoming the 
constraints to effective public enterprise performance and to explore policy 
options including privatisation in developing countries. It is suitable for all 
those involved with the management, regulation and analysis of public 
sector enterprises. i 


| Courses dates: 17 April to 7 July 1989 (to be repeated annus 


The inclusive fee of £4 550 covers accommodation and all fieldwork ` 
expenses. 


^ Application forms and further details are available from Professor - 

Paul Mosley, Institute for Development Policy and Management, 
. University of Manchester, Crawford House, Precinct Centre, Oxford 
Road, Manchester M13 90S, UK. Telephone: 061 275 2812. Telex 
» 667461 COMCAB Attn: ADMIN. 


‘The institute for Development Policy and Management is a multi-disciplinary 
institution of the University of Manchester, specialising in training, consultancy and 
research in management and development in the Third World... 
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PARIS THIS SPRING | 


1@ Culina 


AMERICAN UNIVERSITY 
OF PARIS 


The American College in Paris 


One of the finest independent American universities abroad, founded 
in Paris over a quarter of a century ago. Eight major disciplines, leading 
to the Bachelor of Arts and Bachelor of Science degrees. 

An extraordinary multicultural experience, in class and out. An 
atmosphere of challenge and excellence. An exceptional way to 
prepare for an international career in your chosen field. 


ALL CLASSES TAUGHT ex ENGLISH 





Now accepting spolicetiont for Spring Semester '89 
Contact: Director of Admissions, The American University of Paris 

B.P. 509, 31 Avenue Bosquet, 75007 Paris, Fra, A P en 
Tel. París: din i “m. 55, a New York 212 


PE erani uc: dac ee 


Zh UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees tor people who want to be more effective and 
secure in their Jobs or Professions. 





eost ev. 


BACHELOR'S 
‘your lite and work experience.’ 
your job, military, company. 





MASTER'S or DOCTORATE and 2r 


Classes or seminars at your Own pace and time, 
Send detailed résumé on work ife and academic experience for a no 
aluation: 


PACIFIC WESTERN UNIVERSITY 
600 N Sepulveda Bivd, Los Angeles, California 90049— Dept 137—USA 


MÜHE TENNIS SERN TUTE OAN MNRAS TANE. ORARE APER. MONI. faerie HUE. tM. UMINÉ MUI WENO IMMANE siren. UM. Ente € 


Hotel 
Institute 
for 
Management 
Montreux Switzerland 
HOTEL MANAGEMENT, 
TOURISM, CULINARY 
DIPLOMAS IN ENGLISH 


p" tos 


i : 
oma 











Swiss and US Diploma. 





@ Tourism Course: 1 year | 


Swiss and International 
: Diploma. 

Course: 2 year 
iploma. 


January, 


Swiss 
intakes: 


| September. 


Details: HIM; Avenue des 


| Alpes 15, CH-1820 Mon- 


treux, Switzerland. Tix 
453261 HIM. Phone 01041/ 
21/9637404. Fax 01041/ 
21/9638016. 
















Q Hotel Courses: 2, 3 year 
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LEARN 10 SPEAK FRENCH í 
TOTAL NATURAL IMMERSIO 


with French participants for 7 
.. intensive days in the DORDOG! 
Cháteau LA VALOUZE 


J. L. Lefevre CIEL BP.180 
24490 LA ROCHE CHALAIS, Franc 
|. Tek53914428 — — 


LEARN 


The intensive way and in re: 
immersion. This means livin 
in one of the most picturesqu 
regions of France and reall 
becoming fluent. Also vac 
and learning plan. Cultural 
gramme in Paris. Winter prc 
gramme on the French Rivier: 
State age, goal level and tim 
available. US transfer credits. 
The French and America 
Study Center, BP 176, Ll 
SIEUX 14104 Cedex 
FRANCE. Tel: 31.31.22.01. 


LL.B, 


Home Study with your 
tutor available throughout 
the course by telephone or 
post for this important 
London degree. 


Free prospectus from: 
The Registrar, 

Dept. CA8, 

Wolsey Hall, Oxford 
OX2 6PR, England. 
Tel: 0865) 3 1 03 10... 
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LTW 
is NZ$49,000-N2$63,000 per annum. 


fram the Appointments (die aA 
London WCHA OPF, or from the 


iation of 


UNIVERSITY OF WAIKATO 
Hamilton, New Zealand 


LECTURER/SENIOR LECTURER 
IN ECONOMICS 


Applications are invited for a Lectureship or Senior Lectureship in the Department of Economics. 
Preference will be given to applicants with teaching and research. experience in the areas of 
mat roeconomics, econometrics, labour or resource economics. 


Enquiries of ma academic nature may be made to the Chairperson of the Department of Economics, 
Professor and. 
The current salary range for Lecturers is NZ$35 ,000-NZ$46, 000 per annum and for Senior Lecturers 


Information on the conditions of pial lah and details of the method of application are available 
& Commonwealth Universities: 36 Gordon Square, 

Academic Staff Registrar, University of Waikato, Private Bag, 

Harnilton, New Zealand. The reference is ABB/2B. Applications close on 18 November 1988. 


Equality of employment opportunity is University policy. 


APPOINTMENTS WANTED. EN MEN 


Senior partner 
jor New York law firm | 


į retired after career in domestic and 
| international transactions, seeks new 
| challenge in international business or 

as legal advisor or other problem solver 
for foreign corporation venturing in US. 


Write Box 86, The Economist, 10 
Rockefeller Plaza, NY, NY 10020... 


PhD psychologist (clinica with 
MBA, fluent i in English and Hebrew 
seeking a challenging administra- 
live/management p or an 
affiliation with a mana 
sultation firmo Must. 
Israel. Available Fe Febr "uan ar 


based in 


Write to: PO Box 1n Culver City, - 
CA 90232, USA. | 








J fo ang marta e ! foo extends 
Win an aron o gin ar. arnan hang 


Please call Henriette at Orbitan Estates on 44-1 | 
: 2560, Far 441-908 9821 nar 
















South Kensington | 
í Rcg Ae bale 2 bed, 2 bath fats. in 
H Queens Gate. Newly 
red and modernised with direct dial 
telephones, electric lift, video security and 
l colour TV 
Full details; Pauline 
Tet: 01-902 8151. Telex 893095 
Sunsác Fax 01-800 1353, 
Short or tong tets. 






































Browns Hill Farm 





NEW 


COUNTRY COTTAGE "e but dere- 
lict) on one acre of land near Bergerac. 
idyllic setting. £18,000 ono. A. Hunter, 
19A Golders Green Crescent, London 
NW11. Telephone: 01-455 3761. 





COSTA DA PRATA luxury dévai 
ment. Praia D'EI Rey is only 60 miles 
from Lisbon, near Obidos the medieval 
fortress town, ancient spas and sur- 
rounded by unspoilt Portugal. Carefully 
planned to conserve the beautiful 460 
acre site, the classical Villas and the 
Plots are the largest on the West 
Coast. Spectacular 18 hole golf course, 
exclusive Golf and Country Club and all 
facilities on the way. Meanwhile, pre- 
construction prices make this an excel- 
lent investment with villas starting at 
£115,000. Contact The Property Office, 
26 Dover Street, London W1X SPA, 01- 
409 3134. 








HAMPSHIRE 


will be in London for a day to highlight the new 


P.O. Box 1113, New London, New Hampshire 03257 _ 


Spectacular lake and mountain views, 
900 feet of shorefront, and sloping 
pastures are what you will find at 
Browns Hill Farm. The lakefront fea- 
tures a private beach, turn-of-the- 
century boathouse, and boat slips, Your 
privacy is preserved with ownership 
in 90 acres of conservation land. 100 
acres will be divided into a limited num- 
ber of exceptional homesites. Town 
sewer, paved roads, and tennis courts 
included, Parcels start at $150,000. 
Call or write for more information. 


603-526-2020 





Perestroika 


How will changing economic policies 
affect your business? 







Abel Aganbegyan, Gorbachev’s economic adviser, 







opportunities for British business and to answer | 
questions from chief executives and senior managers. 


He will be interviewed by Peter Snow, BBC TV; Sir 
Bryan Cartledge, former British Ambassador in Mos- 
cow; and other experts. There will be ample time for 
open discussion. 











9 November 1988 
0900-1630 
Grosvenor House Hotel, London 








To reserve places, or for more details, write, phone or fax 
Ambrosetti Group... 

8 Clifford Street, London WIX IRB 
Tel: 01-434 9091 
Fax: 01-439 1598 
































MANAGEMENT 
CONSULTANCY 
SEEKS STRATEGIC 
ALLIANCE 


Eleven offices worldwide, 100 professionals, 
founded mid-60s. Our UK company seeks a 
strategic alliance with a consultancy, bank, 
software house, or accountancy firm to increase 
presence in the British marketplace; emphasis on 
international business development, strategy, or- 
ganisation, marketing, and. partner finding. All 
serious proposals will be responded to within 
one week of receipt. 


Write Box 3619, The Economist Newspaper, 25 
st james’ s Street, London SWIA IHG. 7 













































US IMMIGRATION 
Obtain US immigration. biles a 
purchase of secured and 

American branch com poring o 
ALL MATTERS HANDLED BY A 
LICENSED US. ATTORNEY/PhD 
ECONOMIST. Guaranteed results 


based - Contact us» 


KNIGHTSBRIDGE 
GREEN HOTEL = 


A smali family owned hotel in rights: 

bridge which has been totally remodelled 

and refurnished to a high standard. 

Suites £85 Doubles £70 Singles £55 incl 

s] VAT & SC. 

“A comfortable, spotlessly kept littie hotel 
D dn ed heart of Knightsbridge"—Egon 

































C] For RAN | ne 01-584 70302, Washingtor 
oof 6274, or write to 159 Kr USA. Tel: (301 951-9616. Fax Fax: 
-| | London SW1X 7PD, fax 01-225 1635. 301) 983-3439. .. á 









THE 1989 
International Investor's Dind 


International equity traders, analysts, portfolio managers listed 
by stock, firm, specialty, direct telephone line. Investor contacts & 
numbers at world's top 1,000 quoted companies. Complete ADR listings. 
International stock exchanges, derivatives, databases, indices. Over 450 
pages in this superb desktop reference. Only $235 + $10 p/p. Details and» 
: orders (in US$, prepaid outside Nth America) from: Asset International 
Hnc, 18 Desbrosses St, New York, NY 10013, USA. Tek 242-219-1550, 


Ultimate sourcebook for the grohel in vestor | 



















y "VISITING - 
LONDON? 


Forget hotels 
Self catering apartments, fully 
[| serviced, T.V., telephone, telex, 






















international Business 
Services 
(Swiss Bank controlled) — 









































| @ Asset Management fax, snor or longi rental. 
| € Company/Trust/Foundation - 
.. Formation and Management in »nsington. Chels 
e Priced ae third ny Ke EK fect (or Dt $i mc 
rustee, Fiduciary a i | | 
. Consulting Services for UEM service 
. commercial and financial tel: 01-835 1144 
- a Speratons O n _ for colour brochure and prices 
se an ld Telex: 918595, Fax: 01-373 9693 — 
| @ Back-to-back operations SERVICE 





APARTMENTS LTD 
26/27, Collingham Gardens 
London SW5 OHN 


remque test RA RSA PA NEN UNAS DA r 


OFFSHORE 
COMPANIES 


-{ IBS, Bahnhofstrasse 100 

| CH-8023 Zurich/ 
Phone 41-1-211 04 83 
Fax 211 75 31/Tx 813 884 










ATHE | 
VIDEO === 

U MAGAZINE OF 

FRANCE TODAY! 


FRANCE PANORAMA is an 
Bees new concept in foreign | 
language propran ti n Now, 

twice a month you can receive 
a unique video magazine ali in 
French that focuses on news, 
sports, fashion, arts, culture, 

ac affairs and featuring 
music videos and special 
interest topics. 

Each fast-paced 45 minute 
video brings France into 
your home, classroom or 
office. A free user guide 
































will accompany each issue OVERSEAS ANY 
of FRANCE. PÁNORA MA. REGISTRATION AGENTS LTD, 
ü 80 Day Money Back Guarantee 4 BARCLAY'S BANK CHAMBERS, 
PARLIAMENT STREET, RAMSEY, 
. fo subscribe or obtain à preview tape ISLE OF MAN’ 








CALL TOLL FREE: (800) 338-40: 4 
In NY: (212) 840-7880 or write to: 
JEM Communications, inc. 
. 49 West 36th 5t, Suite 1800. 2. 
ii New York, NY. 0018 i 


C MMNS PROMUS 
.  PHONINGFR " 





















WORLD FEDERATION OF EURO- 
PEANS (by birth or descent) PO Box 
14262, N. Palm Beach, FL 33408 USA. 





ST JAMES'S, LONDON, SW1. Ser- 


viced apartments in small block close 


to Fortnum & Masons, The Hitz and 
Piccadilly. Double and twin rooms from 
£70 per night. Tel: 01-930 2241. 


CANADIAN COMPANY 
Canadian ceramic tile manufacturing 
company located in Ontario seeks buy- 
ers and investors. Extremely profitable. 
Solid opportunity. For more informa- 
tion, contact: 
R. Frisch, VP, Estevan Brick, 

1406 Avenue R na, Saskatchewan, 
Canada S4N SAS. Telex: 40713121. 


Observatory House Hotel 
37 Hornton Street; 
don W8 7NR 
Tel: 01-937 1577/01-937 6353 
Fax: 01-938 3585 
Thx: 914972 OBSERV G 

Single £45 .. Double £83 . 

inclusive of English breakfast 
Excellent location near High Street, Kensington. 


Relaxing charm aad elegance in a 26-room 
period mansion, Ail modern tacilities. 


SHREWD TRAVELLERS seek local 
knowledge: from on-the-spot experts. 




















Our travel newsletter offers in-depth . 
analysis of delightftui/dismal destina- 


tions: first-hand facts, accurate advice 
and imaginative insights from core- 
spondents worldwide. Fresh city/coun- 
try profiles always available. Details: 
Inside Tracks, 10 Hartswood Road, 
London W12 9NQ. 01-749 0748 (24 
hours). 


SHIPPING PARTNERSHIPS 

Private group investing in older general cargo 

. tonnage have new proposal and invite anyone 

with a genuine interest to apply for details of 
new venture involving two 8,000 tdw vessels 
with long term time charter to intergovern- 
mental agency. Only those willing to invest 
$100,000 would find this venture interesting. 
Please telephone Hong Kong 5-8921964 or 5- 
751928 for details of proposal. 


YOUR ANCESTORS 
TRACED 


interested in your ancestors? Skeletons in your 
? Descended from a Duke? BURKE'S 
PEERAGE recognises no social barriers in 
tracing family histories and will search for your 
ancestors anywhere in the world with the same 
diligence it uses in tracing noble families. 


— PM, Department 4, 
Royal Avenue, Chelsea, 
London SW3 4QF, England, 





ax: 212-363-8548 


[BOOK MANUSCRIPT: 







NEW YORK CITY ADDRESS IN ‘ 
| FINANCIAL AND SHIPPING COMMUNITY | 
.- Private Telephone Numbers and Answering Service, Fax and Telex Number, Mail/ 
E Package Receiving and Forwarding. Call, write or telex: 


BOYD, WEIR & SEWELL, INC. 
29 Broadway, New York, NY 10006. 
Telex: 427528 BWS NYK, 1771 dis BWS NYK, 276844 BOYD UR 















in all fields wanted by 
International Publisher. 
New authors welcome. 
Reasonable terms. 
GIC Publishers, Dept. El, 
G.P.O. Box 4122, Hong Kong 


AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction, non- 
fiction, lec A pata scholarly anc 
religious works, etc. New authors wel- 
comed. Send for free booklet. 


$92, V Press, 516 W, 34th 
Street, New York, 2M 10001 USA 


 ZURICH-ZURICH-ZURICF 
BAHNHOPBTRASSE 52 


YOUR OFFICE AWAY FROM HOME 
RSEN, Trustee and Fic 




















UC Docs/invoices 
© How #3 de business ior iram Durtzertand. 
Business Services Consult Corp - 
Bahnhofstrasse : 


Te: 01/211 9207 


EO Teca 13 062 BSH 





LONDON 
PLC COMPANY 


z For Sale 
Capitalised and 
ready to trade 
 £3,000 


Tel: 01-878 8629 


OVERSEAS POSITIONS 
Hundreds 











DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 
Tel: 01-235 1544 


. Telex: 926679 DIPLM TG 
... Fax: 01-235 1544 


in Exclusive avia, within walk- 
arrods. Provides 


breakfast at exceptional value. 


Single: £49.95 + VAT 
Double/Twin: £64.95 -- VAT 
Extra single: £19.95 + VAT 






Tel: 212-248-9550. - 
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ECONOMIC AND FINANCIAL INDICATORS 1 


————— — — ———————————————————————————————————— 

OUTPUT, DEMAND AND JOBS America's industrial output grew 5.596 in the 12 months to COMMODITY PRICE INDEX 
September. In the year to August production in Japan grew 11.996, in Britain 3.796 and in Holland Cocoa prices rallied this 
0.9%. The growth of Britain's retail sales slowed to 5.1% in the year to September. In West week on speculation that 
Germany retail sales grew 4.9% in the year to August. There are new figures on unemploymentin France's aid package to Ivory Coast will take 
several of the countries shown in the table. In September the jobless rate was 8.0% in Britain, 7.0% 400,000 tonnes of cocoa off the market. The 

















in Australia, 14.096 in Holland, 16.5% in Italy, 19.2% in Spain—and only 1.8% in Sweden. aid will allow Ivory Coast to subsidise 
% change at annual rate storage of the surplus in Europe and at 

industrial production GNP/GDP retail sales [volume] unemployment % rate Source. Ivory Coast is the world's biggest 

3mthst — 1 year 3mthst =‘ t year 3 mthst 1 year latest year ago pr Denier : cocoa, relying on = Recep 
Australa — +123 +19 w +31 +220 -59 +09 @ 70 € — 77 for 40% of its export earnings. It has already 
Belgium +50 +26 wy na — na 424 48384. 11.4 sw 125 Stored about 80,000 tonnes this year in an 
Canada +52 +64 mw +39 +49 @ + 61 + 4.3 m 78 Sep 8.6 effort to boost world prices that have 
France +13 +29 m +24 +35 @ -7.2  — 26 w 10.4  — 107 slumped to a 13-year low. Ivory Coast's 
W.Germany + 94 +47 sy -07 + 34 @ + 541 + 49 hug 8.7 Sep 9.0 marketing board is in financial difficulties 
Holland +192 +09 wm +37 £=+ 32 0 = 55 + 09 sont 14.0 Sep 14.0 and facing a massive cocoa crop of 800,000 
Italy PE 09 w $*36 31» * 49 + 16»: — 165 So” 143 tonnes in 1988.89. Nevertheless, it has 
"e $ z E x ss : - 2 E EEESIE EE IE ENS TRE surprisingly decided not to cut its support 
Spain == = dul -—— 2 Qi b } n . 
Sweden * 70 + 19. m + 42 + 10 2 —15.2 + 04 sun 1.8 Sep” 1.9 price lo farmers this season. 
Switzerland — 68 +57 m + 1.1 * 28 Q? + 26 nil dng 0.7 ug" 0.7 - my 

*94 +37 mw +18 +40 c -*20 4555 80 s, 98 "ww B eii. P 

i +67 +55 w +30 +42” +142 +23 ~ 54 se 5.9 month year 
Value index deflated by CPi. Dollar index 
All items 143.5 1463 +24 +241 

PRICES AND WAGES America’s wholesale prices rose by 2.7% in the 12 months to September; Food 1138 — 1159 +35 +227 


Japan's fell 0.9%. In Japan earnings grew by 4.1% in the year to August, in West Germany by  'ndustrials Hasc a UR uS 
5.4%, There are new figures on consumer prices for several of the countries in the table. The 12- — —.—— — —.- —— — ————— ————— 





; : : vss i : A Nfa tt 138.6 1404 +01 +36 

month rate of increase in September was 5.9% in Britain, 1.2% in Belgium, 4.1% in Canada, 3.0% ‘cis 4970 2920 4 42 4394 

in France, 0.9% in Holland and 5.7% in Spain. ma. C. 7. .-—-] PENA 

% change at annual rate AN items — — 1071 1071  Á— 13 +173 

consumer prices* wholesale prices* wages/earningst Food 85.0 848 —19 +160 

NANE eee... Meee: Ae ee. De) 0 Tu Sim S prae 129.1 1291  — 10 +182 

Australia + 70 + 7.1 May + 68 + 76 dm + 31 + 6.3 my’ "MASA > 4X 88. ca AF 

+ 26 ^ 12 Sep + 16 Dil en —13.4 +15 0° Ms ÉÉ— Á—LÁ—M M——M— M 

Canada * 46 + 44 te * 31 +35 m * 21 + GA we Son a MI8 tos tay 

. x 

NOR LM M dS SEES A a, a TN a : = h F Sep x = A = — : = n Y er All items 1114 — 1120 ni +21.7 
T9 — F —05 +20. 

+ 19 + 09 se + 44 * 12 w + 10 + 09 Aw o — 944 888.05 +203 

ho 59 156 4 i Aug + 48 + 5.0 ^ R08 62 ae All 1343 195.1 +04 +226 

+ 07 tm + 3.6 — 0.9 sw ce | A A e. Nia tt 1076 1075 —21 +16 

i + 5.7 sep + 34 + 39 rw + 46 + 68 sw a, RR RV E 

Metals 153. 154.7 — 17 +366 

Sweden +48 + 5.8 Aw + 68 + 67 ww +18.8 + 6.9 sn" c ee IT IT es 

UK + 56 + 59 se + 47 + 5.0 se +10.6 + 9.0 we Lita. 3— 1 

+ 51 + 40 rw + 58 + 27 sọ + 28 + 3.0 Aw $ per barrel 12.42 12868 — 41 — 314 


ina ba aren mie Australia, weekly earnings; Japan, and Switzerland, monthly earn Belgium, Canada, Sweden and USA, hourly $ provisional +} Non-food agriculturals 
earnings UK. monti employees i ak Ten 





W CARS The number of cars owned in a 
country, relative to population, varies with 
income per head, the quality of the roads, 
and the availability of other forms of trans- 
port. America comes top of the world league 
for car ownership. As well as being the 
richest country, it has the longest road 
network: 6.3m km. Americans rely less than 
other people on buses and trains: out of a 
total 4.6 billion passenger-km in 1986, al- 
most 99% were travelled by private car. 
America has a relatively small rail network. 
West Germans have the next most cars per 
1,000 inhabitants; 8396 of their travel is by 
private car. Neither America nor Germany is 
the most dangerous place to drive, though. 
For every mile travelled, Spain has by far the 
most road deaths. France, Belgium and 
Austria are also more than averagely lethal. 


Footnotes applicable to all tables. All figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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@ LATIN AMERICAN BANKS These banks | WORLD BOURSES A year on from the crash, most of the world's bourses are still well below their 
are, strangely, the most profitable in the | record highs. Tokyo is doing better than most; but trading was lacklustre this week because of 
world. The biggest Latin American bank, the | Emperor Hirohito's illness. London share prices rose by 1.0%; Wall Street barely moved. 





government-owned Banco do Brasil, is the | Stock price indices % Change on 
world's 52nd largest ranked by assets. Yet it Oct 18 ee... We one one record 31/12/87 
comes fourth in the world when ranked by high low week year high Lee d SL 
het interest income as a percentage of Australia 15717 1657.8 1170.7 + 18 + 14 -318 +19.9 +34.2 
assets—last year 10% of its assets. The | geigium 5328.6 5340.0 380804 #+—-02 +244  -— 16 +458 +26.9t 
comparable figure for Citicorp, America’s | Canada 33852 94654 20779 -02 +147 -177 | * 73 +161 
largest bank, was 3.2%. All the banks | France 378.3 384.9 251.3 —i1$ +45 -VS 438. +900 
further up the profitablity league are Latin | W.Germany 16198 1619.8 1207.9 + 17 — 30  -—289 +24.6 + 87 
American. The third most profitable, Banco | Holland 279.7 284.8 205.7 — 05 +139  —163 +34.0 +16.8 
Itau (whose net interest income was 14.8% Hongkong 2590.4 2772.5 2223.0 + 07 na*  —344 *12.5 +11,7 
B de la Nacion Argentina has net Singapore 1016.1 1177.9 833.6 — 02 * 50 —32.5 +23.4 +22.3 
A : South Africa — 18210 1821.0 1387.0 * 20 — 61  -—196 426.2 — 3.8t 
interest income amounting to 34% of its | Spain 285.6 301.6 225.5 3402. + 19  -122 . 4987 4441 
$10.5 billion assets. Sweden 3160.1 3200.3 21485 + — 06 4 150  — 33 4456 4354 
Switzerland 575.9 576.4 466.6 — 0.1 = 45  —211 +21.4 +16 
UK 1857.0 1876.0 1694.5 + 1.0 + 31  —240 + 84 +11 
USA 2159.7 2159.7 1879.1 4 01 +173  —207 +11.4 +11.4 
fconverisd st nancial raie TioaQiono suspended Oct 87 
MONEY AND INTEREST RATES Interest rates edged up in America and Britain. Japanese bond 
yields fell. Monetary growth slowed in both America and Spain in the year to September: America's 
narrow money rose 4.7%, Spain's 23.8%; broad money grew 6.4% in America, 11.7% in Spain. 
Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Broadi Overn 3months Prime Gov't Corporate Deposits Bonds 
[M1] - lending 3 months long-term 3 months 
Australia +174 +135 xw  13.25'* 13.88°°  15,50°° 13.65°* 12.14°° 13.14°* 1375 1446 
Belgum +47 +1020 7.25 730 950 7.00 7.94 8.09 731 7.93 
Canada +43 +288 sp 10.13 1030 11.75 9.69 9.94 10.55 10.25 10.13 
France +10 +63 » 788 8.00 9.25 8.19 8.73 9.23 813 8.94 
W. Germany + 92 + 6.1 ma 480 5.10 6.00 4.64 6.20 6.10 500 5.63 
Holland +96 +93 4 540 5.38 725 5,38 6.01 6.46 538 6.17 
Italy +59 +67 wy 10.75 11.88 13.00 na 10.68 10.89 11.25 10.38 
+62 +10.9 a 381 4.27 338 176 4.79 4.53 469 4.91 
Spain +238 +11.7 se 1122 1216 1350 7.50 1256 1343 11.75 na 
Sweden na +50 m 1065 1080 1200 10.55 1133 12.10 10.38 na 
Switzerland +15.4 +106 w 3.75 3.75 525 3.75 4.16 4.63 3.88 4.59 
UK 4158 +20.1 a 1125 11.88 1300 11.94 948 10.78 1200 10.83 


USA +47 + 64 Sep 8.31 8.23 10.00 8.37 8.87 9.59 8.56 8.81 


M CM En DN ELT aa Ta de 7-day Interbank 12.1, clearing banks' 7 notice 3.8%. Euro 
rates (Libor): 3 mths 8.596, 6 mths 8.596 - 


B excep Australa, Canada, France. Spain Swan, USA, UK, W. M3, Japan M2 plus CDs. e cene v 


E aa, ase rr de m Jor Commerce (Belgium), Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ 
Credit Suisse First Boston, Wharton Econometrics. These rates e incheetben Lol) d Canadi oe Conese an altace Gr QURE MET Unt oak rales: 


TRADE, EXCHANGE RATES AND RESERVES America's trade deficit rose to $10.56 billion in August, prompting a fall of nearly 2% in the trade- 
weighted dollar on the week. The dollar fell 3% against the yen and by nearly as much against the D-mark. West Germany's 12-month current- 


account surplus increased to $48.1 billion. The trade-weighted D-mark rose a fraction. Sterling's trade-weighted value was unchanged on the week: it 
rose against the dollar and fell against the yen and D-mark. Sweden's trade surplus was $484m in September. 

















trade balanced current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 

month months latest 12 mths latest — year ago latest year ago per £  perSDR  perecu Aug year ago 
Australia — 0.25 Aw — 05 — 9.5 Aw 62.1 55.9 1.24 1.40 2.16 1.63 1.41 12.9 10.1 
Belgium + 0.39 re — Q1 + 3.6 a 98.3 99.5 37.8 37.7 66.2 50.1 43.5 8.6 8.2 
Canada + 124 x + 83 = 78 a 85.0 78.5 1.20 1.32 2.10 1.59 1.38 13.1 6.4 
France — 141 4 — 48 — 31 m 68.8 71.5 6.16 . 6.04 10.8 8.17 7.08 29.3 31.8 
W. Germany + 6.00 Aw + 724 + 48.1 ag 144.9 147.0 1.80 1.81 3.16 2.39 2.07 59.0 61.8 
Holland + 018 my + 25 + 38 a 133.4 135.0 2.03 2.03 3.56 2.69 2.34 14.5 14.2 
+090 my — 95 — 3.9 oğ 45.1 47.3 1344 1305 2354 1782 1544 30.5 18.5 
Japan + 7.53 Aug + 922 + 79.5 A» 248.7 220.9 127 144 222 168 146 89.4 70.4 
Spain — 2.10 Aug — 18.5 — 15 ^ 50.7 51.9 119 117 208 157 136 33.9°° 238 
Sweden + 0.48 Sep + 39 — $6: 68.0 67.7 6.22 6.37 10.9 8.25 7.14 8.0 84 
Switzerland — 0.29 sw = 53 + 73 Q 166.2 172.5 1.52 1.50 2.67 2.02 1.75 22.1 20.0 
UK — 3.08 Aug — 29.8 — 19.7 wi 76.4 73.4 0,57 0.60 — 0.76 0.66 41.8 28.9 
USA —10.56 ay — —130.68 —145.8 a 96.2 100.8 — — 1.75 1.33 1.15 36.7 34.9 





tAustralia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/fob. t Bank of England index 1975 = 100. tt Excluding gold. ** Jul. §New series. 
Bc" c eiae, iy - c and irri raul n quei obdpate dg ol te enge 
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We helped the Australian 
tyre industry get the belting 


it deserves. 


The market for steel-belted radials is tough, 
with much of the competition coming from 
imports. 


Production needs to be highly efficient and the 
Australian manufacturer of steel cord. 
Bekaert-BHP, is expanding its facilities by 
10,000 sq.m. — to treble production and cater 
for truck tyres as well as car tyres. 


Such extensions need to be very carefully 
planned and carried out, so as not to disrupt 
current output. 


GHD has a long and successful track record in 
this type of work. Our indepth involvement with 
the Bekaert-BHP project began with a 
concept and design study, extending to 
management of the project, 

including administration of 

contract packages. 











We carried out the design of buildings and 
Structural, civil, mechanical, electrical and 
hydraulic design aspects of the project. Every- 
thing from feasibility study to completion. 


We helped give the tyre industry the 
belting it needed — we just might be 
able to go further for you! 


Gutteridge Haskins & Davey 


Consulting Engineers 


Planners Surveyors 


Project Managers 


Brisbane: (07) 831 7955 e Cairns: (070) 51 1422 e Canberra (062) 49 8522 e Darwin: (089) 81 5922 e Hobart: (002) 23 7733 
e Melbourne: (03) 665 0222 € Newcastle: (049) 69 6655 e Perth (09) 322 3899 e Sydney: (02) 690 7070 


and a network of other offices throughout Australia with local experience and expertise 
Established in 1928, GHD is an Australian owned firm of independent, professional consultants 
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[n life insurance, the saying goes, the paperwork can 
kill you. The paperless office is every company’s dream. 

That's why lots of huge insurance companies are 
using NYNEX. 

Recently, to simplify life for one of these colossi, 
NYNEX replaced acres of paper with an innovative new voice 
and data network, connecting their operations center with 
their headquarters. It makes their systems compatib!e. 

And remarkably, it allows them to access their whole 
information network by plugging any work station into 
any phone jack. 

This NYNEX technology isn't just convenient. It’s 
saving them a lot of money. Which is always the best policy. 
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Ihe NYNEX family of companies would like to 
Swork with you, too. We offer you everything from computer 
networks and software,to mobile phones, to the services of 
our telephone companies. To learn more about why NYNEX 
is the answer for your business, write NYNEX Corp. 1113-A 
Westchester Avenue, White Plains, New York 10604, USA. 

Or call us at 1 800 535-1535. 
When we say the answer is NYNEX, it’s not just 
an empty claim. 


Need to communicate? Need to compute? The answer is 


NYNEZ 
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Only one problem 
Mikhail Gorbachev's attempt to 
hurl Russia into the future has 
run into predictable trouble, 

page 13. So has China's reform, 
page 25. Gorbachev's bid to 

| iube his Communist party pure 
and modest, page 51. Pity this 
Pole, page 52. 
























































Defending the dollar in West 
Berlin, page 71. Helping Africa, 
page 18. Coddling Argentina, 
page 89. 


NASA, shrink 


Privatise space, except for the 
glory, page 14. How to get a sat- 
ellite i into orbit, what to do when 
it's there, what happens when i it 
falls down, pages 93-96. 


Bushakis wins 

Debate drawn, page 33. How to 
read the polls, page 35. What the. || 
ACLU stands for, page 36. The 
would-be education presidents, 
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Blocked by protectionist stan- 
dards, page 17. The handicapped 


competitors, page 82. | | 
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LETTERS 


Blacks and Jews 


Sin— Your article, "Blacks and 
Jews come apart” (August 27th), 
is a kaleidoscope of flawed analy- 
sis and unfounded general- 
isations. It also displays a lack of 
understanding of a complex 
landscape. 

You report that the "Chicago 
incident is being kept alive 
largely because Jewish uneasi- 
ness will not let it go." The inci- 
dent alluded to is the accusation 
levelled by a former assistant to 
Chicago's Mayor Sawyer that 
Jewish doctors were injecting 
black babies with aips. You have 
got things backwards: it is the in- 
cident and its aftermath that 
keep Jewish uneasiness alive. 
Later on you state that the inci- 
dent was “not very important.” 
By whose standards? 

You go on in one breath to 
link Israel with South Africa—a 
line no more pronounced than 
those of scores of nations—and 
then to accuse American Jews of 
providing Israel with  "indis- 
criminate support" and “‘closed- 
mind passion". This latter asser- 
tion reflects ignorance of the 


. continuing public debates on Is- 
raeli policies among American . 


Jews, which is the subject of 
countless reports in all of the 
mass media. . 

You virtually indict American 
Jews as fifth columnists, stating 
that defence by Jews of Israeli 
policies “blurs the distinction 
that should properly be made 
between American citizens and a 
foreign government.” Many 
groups of Americans with ances- 


tral ties to other nations lobby to 
promote policies they would like 
the United States to pursue. You 
seem mistakenly to believe that 
there ought to be a double stan- 
dard for supporters of Israel. 
You state: "American Jews are 
starting to feel chreatened by the 
spectre of black national empow- 
erment, as opposed to the local 
empowerment which they can 
sometimes support." American 
Jews remain strong supporters of 
civil rights and do not oppose 


“black national empower 
ment." They oppose anti- 
Semitism. 


In addition, you write: " Mr 
[Jesse] Jackson is not liked by 
American Jews and this dislike 
will not be relinquished easily; 
his attempts to reach out to the 
community have so far done him 
little good." Once again, the 
Jews are blamed. Yet Mr Jackson 
has had a long and ambivalent 
relationship with the Jewish 
community. His association with 
Mr Louis Farrakhan, his em- 
brace of Mr Yasser Arafat, his 
statement that he was "sick and 
tired of hearing about the Holo- 
caust," his pro-PLO positions on 
the Middle East, are all a matter 
of record. His attempts to reach 
out have been highly selective. 
During the New York presiden- 
tial primary campaign, he re- 
fused to meet with the estab- 
lished mainstream - Jewish 
organisations, and he has re- 
fused to repudiate either Mr 
Farrakhan or Mr Cokely of the 
Chicago “incident”. 

Contrary to your smug asser- 
tion, American Jews have not 
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"moved on and up", away from 
their traditional concerns for so- 
cial justice, fairness and human 
decency. They do insist that Jews 
should not be treated with a 
double standard, and not be sin- 
gled out for scapegoating. 
ABRAHAM FOXMAN 
Anti-Defamation League 
New York of B'nai B'rith 


Si&—You say "An observer 
would doubtless conclude that 
American Jews are still infinitely 
more politically powerful than 
American blacks." What ob- 
server? Certainly not in terms of 
numbers of elected officials. 
Minneapolis, 

Minnesota Davin COOPERMAN 


Sin—Spread throughout your 
piece are snarling innuendos 
and the standard denunciations 
of Israel that now litter even the 
most prestigious journals. Do 
you really share the hate-mon- 
gers’ passion for the annihilation 
of the Jewish state and the exter- 
mination of the Jewish people? 
Miami Beach, 
Florida 


DouGLAS MILLER 


Sin—Newspapermen do not 
normally write letters to the edi- 
tor, but I was just as taken aback 
by your piece as Mayor Edward 
Koch (Letters, September 17th). 
JOSEF JOFFE 

Foreign Editor 


Munich Stiddeutsche Zeitung 





Si&—Your article is one-sided. 
One cannot deal with black anti- 
Semitism without also dealing 
with the corresponding phe- 
nomenon in the Jewish commu- 
nity. For example, the Ameri- 
can-Jewish paper with the largest 
circulation, the Jewish Press, has 
Rabbi Kahane as one of its most 
frequent columnists. May I re- 
mind you that Rabbi Kahane, 
who was formally declared a Nazi 
by the Israeli attorney-general, 
opposes non-Jews ("gentiles") 
and not just Arabs. In spite of 
the most horrifying expressions 
of hatred and racism— widely 
condemned in Israel but not in 
the United States—this paper is 
widely courted by the American 
politicians, who stand in a row 
to get its endorsement while at 
the same time condemning Mr 
Louis Farrakhan. 


Jerusalem ISRAEL SHAHAK 





Newspaper 


Si&— Your perceptive  leade 
"Pogrom in Romania" (Septem 
ber 3rd) accurately describes th 
driving force behind Presiden 
Nicolae Ceausescu's madness 
"huge vanity”. His ego is so grea 
that in his own mind he can di 
no wrong. 

I would add that a chief mc 
tive behind his plan to destro 
thousands of villages is the goa 
of wiping out evidence of Roma 
nia's capitalist and religious past 
By destroying much of what i 
creative and beautiful (histori 
churches, monuments and for 
tresses) in Romania’s past, M 
Ceausescu hopes to separate th 
people from their culture an 





The bulldozers are moving ir 


heritage. Then, only the sick an: 
drab look of agro-industrial cen 
tres under communism will re 
main, and the people will hav 
become totally dependent o: 
their tyrannical communis 
Overlords. 

The United States govern 
ment along with the rest of rh 
western and civilised wi 
should (as you suggest) louu: 
condemn in every forum possi 
ble Mr Ceausescu's destructio: 
of the villages. Even if it does no 
influence Mr Ceausescu, th 
world should know about it anı 
never forget it. 

DAVID FUNDERBUR! 

Former America: 

Buies Creek, Ambassador t 
N. Carolina Romania 1981-8 


Tokyo stockmarket 


Sin—I have read a lot gibberis! 
from people trying to explai 
how the Tokyo stockmarket sell 
shares to working people at as 
tronomical price/earnings re 
tios, but your own rationa 
isation (“Why Japan’ 
stockmarket is cheaper than yo 
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School offers a good salary and the use of 
the Principal's house in Regent's Park. The Principal 
is encouraged to engage in outside appointments and 
activities. 


Please reply to Miles Broadbent. 
Norman Broadbent International 
65 Curzon St., London 






































































nue to go up, "stockmania" is 
o different than" 'tulipmania" 
-or any other delusion. Inflate 


ot loans in excess of its earnings 
alue; invest the borrowed 
loney abroad; then use the for- 
eign "profit" to pay off your do- 
—mestic loan—and you too can 
become a  multibillionaire 
- quickly. But people working for 
a living will buy that stock only 
so long as prices continue to rise. 
= A pyramid is a pyramid is a 
| pyramid—even one conceived 
in Japan. Of all magazines, The 
"Economist should know what 
goes up must come down. Ac- 
counting practices can serve as 
moke and mirrors only so long 
s investors are blinded by in- 
reased values. 

TED Steven 
United States 


m of V E s pud to the ie 
aeli-administered territories of 
udea and Samaria is probably a 


i It seems to me rather that the 
ing’s decision was intended to 
prevent the Palestinian uprising 





“need not prove to anyone that 
he is essential to any peace pro- 
-cess. He is the only negotiating 
partner acceptable to Israel's La- 
our party. What the king does 
“need is to prevent the realisation 
cof Palestinian national ambi- 
.tions in his monarchy, which he 
“knows only too well is more Pal- 
~~ estinian that Hashemite. 

Tel Aviv YORAM SHIV 
| uU WENNS 





Here be foreigners 


Sin—Mr Craig Mackenzie (Let- 
ters, September 3rd) cites wide- 
spread ignorance of geography 


He then demonstrates this real- 
“ity by making the preposterous 
claim that seven of the ten larg- 
est countries in the world are lo- 
cated in the "bottom half” of the 
world. In fact, of the ten largest 
countries in the area, only Aus- 
tralia lies completely south of the 
equator (bottom half?). Part of 
Brazil and all of the other eight 
largest lie in the northern hemi- 


6 ] 


| So ae as those ihres cote 


the value of any stock; pledge it 


' Senate 


‘spilling over the Jordan river. He | 


as a problem among the young. ` 


nesia ‘lie ire part) south: of the: do ed in a 
imports Ed joies ties 
with South Africa. But if a few- 
- investors and tourists still want 


equator; and the rest are in 


northern hemisphere. 


Mr Mackenzie has’ evidently 
been led by the inventor of the 
Peters’ projection to believe that 
his was the first werld projection 


with equal-area qualities. In fact,” 


Mercator, who died in.1594, also 


used variations of world equal, 
area projections, They are not a. 


new idea. In teaching and the 
business world, distributions are 
commonly displayed on: equal- 
area projections, of which the 
Peters’ projection is merely one 
of at least half a dozen options. 
Misunderstandings about the 
world do indeed abound, but 
please do not try to lay the blame 
on the genius of Mr. Mercator. 


THOMAS ANDERSON 
Department of Geography: 


Bowling Green, Bowling Green 
Ohio . | - State University 
ve nen depart i PHH eia ettet d 





| Mauritius 


Sin —lf it has ben ie Mauritius 


government’ s intention to at- 


‘tract South African capital to 


the island (August 20t h), it has 
certainly been remarkably un- 


successful. Most overseas invest- 


ment in Mauritius is from Asia 
and the EEC. | — 

I know of no big ‘Maurie 
company which has a significant 
South African shareholding. 
There have been several well- 
publicised visits by. groups of 
South African businessmen or 


would-be investors. In view of 


their lack of success, one can 
only conclude they found Mauri- 
tius ansuitaple for easy monéy- 
making. 

The boom in Mauritius is due 
to a stable government with 
sound economic policies and a 
well-educated labour 
These factors are the result of an 


old entrepreneurial tradition go-. 


ing back to the eighteenth cen- 
tury. Mauritius has been a 
wealthy island long before South 


Africa existed in its present 


form. It will go on expanding 


long after Soüth Africa's future 


decline as an economic power. 
Grande Baie, 
Mauritius L.H. D'E. DE CHARMOY 


Sin—The pride of a courageous 


small country is deeply hurt by. 
your unfounded suggestion that: 


it is a satellite of, and in secret 
collusion with, South Africa... 


force. 


to come to Mauritius, are we 
supposed to discriminate against 
them? Mauritius is open to the 
world—and. that is our strength. 
^ MM. de SENNEVILLE 

Business Establishment 

Port Louis, & Development 
Mauritius Facility Ltd 





Sin—Air Mauritius does not fly 
to Australia. Australia has re- 
cently given us a permit for char- 
ter flights, but it is not a question 
of grabbing traffic rights to Aus- 
tralia. The government of Mau- 
ritius has been negotiating with 
Canberra to obtain traffic rights 
since 1974— well before Austra- 
lia took sanctions against South 


| Africa on air links. 


H.K. TIRVENGADUM 
Chairman 


Air Mauritius 


Mauritius 


| True-blue | 


Si avg been starved of 
intelligent reporting from my 


homeland, I swooped upon your 
article on Australia (August 


27th). | am, however, angered 
that you reinforce an extremely 
tedious misrepresentation of the 


_true-blue Australian. 


~The. accusation of ' colaa 
sterility” is not only offensive 
but inaccurate. Australia has a 


. unique heritage of which we are 
all justifiably proud. While we ` 


lack the benefits of 5,000 years 
of European history, our culture 
goes back to the Dreamtime, and 
has shaped us into a nation like 
no other. Our culture is rich, 
unique and fertile, and although 
it may be difficult to define, 


"sterile" is certainly not an ade- 


quate description. 


As far as Asian immigration i$ 
concerned, Mr John Howard 
may rate a —5 on the charisma- 
graph, but he has correctly ob- 


served that most Australians 
have developed their view of im- = 
migration while living in the 


shadow of the White Australia 
Policy— the unashamedly racist 


platform of federal govern- 


and Liberal 


ments, Labor. 


alike—for more than 50 years. It 


is hardly surprising that most of 
usi over 25 feel -scared and 


_ threatened. 


r- piaster of consensus. Non matter 


«Mr Hawke, the silver-crested LZ 


how morally proper and eco- 


^nomically necessary his present 


views are about increased immi- 
gration from Asia, it is his own 
political survival which will ulti- 


mately determine the fate of the 


potential new Australians to our 
north. | 

Northolt, 

Middlesex = GLEN RICHARDSON 
SR EE PA ee LEE MENT ETE | 


Saigon arithmetic, Part 3 


Sirn—Mr P. Woodhouse and Mr 
M.E. Daley” (Letters, August 
20th and September 3rd) may be 
interested to know that differen- 
tial aging is apparently not re- 
stricted to twins. On page two of 
“The Great Train Robbers”, Mr 


Piers Paul Read informs us « 





certain Buster Edwards: "When 
he first met June (his wife), he 
was only a year older than she 
was." 

Unfortunately, the book does 
not go on to indicate the age dif- 
ference in later years, or to say 
whether differential aging is a 
feature of normal marriages, or a 


consequence of a life of crime. 
Cambridge Davip R 


NENNEN E. 
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A key position—scope to become Finance Director in 3-12 months 
and to become Managing Director in the UK or overseas in 4-5 years 


QE — FINANCE DIRECTOR—DESIGNATE - 


LONDON £45,000-£60,000 
MAJOR BRITISH SHIPPING AND TRANSPORT PART OF AN INTERNATIONAL GROUP 


We invite applications from candidates, aged 37-45, who have acquired a minimum of 10 years commercial financial 
experience and at least 3 years either as the Financial Director or as the number 2. Responsibilities are widely drawn and cov- 
er taking a significant role in all business decisions, financial planning, cash management, tax planning, acquisitions, capital | 
equipment acquisitions and disposals etc. Some overseas travel will be necessary. The ability to play a key role in forming the- 

further profitable expansion of the company is important. Initial salary negotiable, £45,000-£60,000 + car, contributory _ 
pension, free BUPA, assistance with removal expenses if necessary. Applications in strict confidence under reference FDD — 
166/E, to the Managing Dirtector: i 
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tions in the UK, Spain and Portugal, — Hotels of the World), Travel, Shipping — ing in Europe. Madeirais a Garden Island 
The Financial Directorwilireport . ~ ^ andLloyds Agents, Madeirawine - andoffers a special quality of life. 
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the operations on the Island. : qualification, looking for challenge, 01-378 7200. 
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planning, business objectives and within the EEC andlongerterm . Price Waterhouse 
investment decisions. employment including career Management Consultants 
eneedto demonstrate the experience prospects. No. 1 London Bridge 
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ATLANTIC COLLEGE 


APPOINTMENT OF PRINCIPAL - 


The Council of Management of the United World College of the 
Atlantic wish to appoint a Principal to take up duties in August 
1990 to succeed Mr Andrew Stuart on his retirement. — 























uriderstanding, the first of six United World Colleges, draws its 
350 students aged between 16-19 on scholarships and bursaries 
from some 70 countries. All take the International Baccalaureate 

















wide programme of service to the community. | 











. Significant experience in working with young people, have strong 
. academic qualifications, a breadth of international. experience 
and a commitment to the ideals of the United World Colleges. 














| pastoral. care but also all rescue and other activities. - 
; Further. information can be obtained from the Burs: 




















CF69 NE. 
. Closing date for applications 30 November 1988. 
































opportunities employer. © 


recommendations. 


» 





Atlantic College, established in 1962 to promote international. 


Diploma course for entrance to University and are involved i ina 


e Applicants should preferab Y be under 50. The oon have | 
i 


The Principal's responsibilities embrace not only academic and — 


: at, Atlantic - 
College, St Donat's Castle, Llantwit Major, South Glamorgan | 


NORWICH UNION. FUND ) MANAGERS: 


low 


MAT H F MATICIAN 


Norwich Union is one of the fastest growing 
insurance and financial services. groups in 
the UK, a market leader and an equal 


Norwich Union Fund Managers Limited, 
members of IMRO and managing total funds 
in excess of & 12 billion, seek a mathematician 
to join their investment economics team who 
are responsible for providing fund managers 
with financial and economic research and 


You will be responsible for mathematical, 
statistical and economic research. This will 
include basic model building, time-series 
analysis and forecasting, performance 
measurement and análysis, dissection of risk- 
reward trade-off and some programming. 


Educated to degree level, you should have a 


PAENLEY@CENTRE 


The Henley Centre is an independent organisation specialising in economic 
and social research and client specii strategic analysis. 


» dA A PA 


ttis i expandingtis European strategy division and is looking for suitable eiai 


The position(s) entails strategic analysis of European economies, markets 
and consumer behaviour. Most of the work will be client specific 
consultancy. individual responsibility will be a major feature of the post. 


‘Suitable candidates will be aged 25-35, with a European work background 
and be able to deal with and present to clients at a senior level. An abilit 
to apply the Centre's analysis aded is essential. 


ES will be in the range of £12,000 — 25, 5,000 CE on ^ position, age 
and experience. 


Apply in confidence, to: 


ric Salama, Lx 
COME Henley Centre for Forecasting. itd, 
EU 2 Tudor St., 
London ECAY 0AA 


FINANCIAL MARKET 





minimum n of two years’ practical experience, 


with training in mathematics, statistics, 


operational research and econometrics. You 
should exhibit good interpersonal skills and 
have a.clear and logical mind. Some know- 
ledge of PC programming would be an 
advantage. 


The post is based in Norwich, which is within 
easy reach of the City. The competitive salary 


is backed by a first-class fringe benefits pack- 


age, including performance. related bonus 
and. a comprehensive relocation scheme 
where appropriate. | 


Please send full career and salary details, 
mentioning this publication, to: 

Miss Phyl Scott, Staff Division, 

Norwich Union Insurance Group, 

Serre s Street, Norwich, NRI 3NG. 
















“Nothing astonishes. men 
so much as common sense 
and plain dealing" 


Ralph Waldo Emerson 
Philosopher & Writer 











bes 


Naill bcMahon 
Marsh & Parsons 


A ion leasehold, 150 years, , block investment of £4, 100,0 } to be sold : as zl o 
whole, or in part. - E 


There is an opportunity. to. invest in a Pew bal t,  high-üglity de i 
houses in the. centre of London within easy reach of the Central Li -ine 
West End. A 










It is in an area of unepilled charm, surrounded by the dades ura and e 
nineteenth century architecture and civilised public amenities, Rd 
Due for completion i in December 1988, the. property has a unique & nm 
giving total security and privacy, with land sc apec ; ‘ 


| The builder/developer has an enviable record for produci ing Higti-quelity residential. 


and commercial projects. es the UK with pariquiwr: stress on harmonious 
detail and finish. 














There are two parallel rows of town houses separated by the Gourtyaed. each. com- E 


prising six units; one side has 4-bedroomed houses, éach with two. bathrooms, 2. 
reception, fitted kitchens, plus c loaks and terrace and each totalling 1,350 sq. ft. The 


other side has 3-bedroomed houses, with 2 bathrooms, rocapiion/dinig: and ! kit- 
chen, cloaks, balcony; a total of 1 030° sq. ft. 


investors, be they Corporate, Institutional, Private or Diplomatic will apprectate 
the common sense of this opportunity for home ownership or rental income; the | 
developer feels confident that his reputation for plain dealing and offering value 
for money will be enhanced with pe sale. Det closes on October 14 1988. 


P aana rh ANA Ae i Vt mtt 


Marsh & Parsons, : 


nati ph tA PARU oa es NN prios 





Inquiries t to Niall McMahon at Marsh & Parsons Development Dept 
Tel: € 01 -727 981 1 








~ "We've got over 200,000 customers who don't pay 


jsidiary pioneered and became the insurance- 


ustry reader ancing. Through flexible, specially tailored 
inancing plans, AFCO allows ins d the insurance they need 





“Thats leadership” ——- 


©1988 The Continental Corporation 
180 Maiti H3 Lane, Nip Vi rk. NY 038 


|, we're focusing on excellence in products and service to 
achieve solid, | growth. In areas like premium financing. Ocean gga 










_ A new radar maintenance facility will assist the Portuguese air force in the maintenance 

- sophisticated air defense radar systems. Being built by Hughes Aircraft Company, the Intern 

Support Facility (ISF) will include a Hughes HMC-193 Microcomputer Aided Tester for digital. 

assembly test, and an Integrated Test and Logistic Support System, which does depot-level à 

troubleshooting and repair of complex analog and radio frequency assemblies. Hughes is supplying the 

- radars for the NATO Southern Region and Portugal (RSRP) Program, which supplies data to the 

-. Portuguese Air Command and Control System. The ISF will aliow Forged jo  Buroomeníis.n maintain. 
their radar systems. | | ! js 2 MM CENE 













Giant helium-filled balloons were used to deploy two large antenna tefléctors on iie intelsat vV 
spacecraft during testing. The balloons are used to offset gravity and simulate the e Siain at tor 
ace. When in space, the antennas will be able to unfold on their own. Hughes is building five Intelsat. — 

pe cec | ft for the international 1 Teléconmuniications Satellite aac ! Bach: satellite will be FU 














ct TT ti in ahead. The i image | is projected onto à heads-up display for viewing at | night o orinp poor isib ty. ie 
: He TINS "uni is ois mounted i ina rg: forwerd-etaritig position, and can be reconfigured into. 





A new amplityir 5 ch higher frec uencies and with lower noise, "dian | 

traditional field-effect transistors. The High Electron Mobility Transistor (HEMT) device implemented 
 jnanew material system, pioneered and developed by Hughes, is fabricated by using i indium phosphide > 
. asa substrate with gallium indium arsenide and aluminum indium arsenide grown ontoit, onelayerata. ~ 
time, using a process known as molecular beam epitaxy. Ina HEMT device, the semiconductor material ^ 
. containing the impurities is separated from the region of charge-carrying electrons, allowing the. Pl 
electrons to move much faster, so the device can operate at much higher frequencies, with lower noise, : 
| thanan ordinary transistor. Potential uses include ultra-high frequency communication: n systems, high- UE 
| speed radar signal processing equipment and high- power mi imeter -wave circuits. . 3 LS ae 





y For more sia eh write to: P. io Box 45068, Los Angeles, CA 20046-0068 USA. _ | 
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There was only one problem 


"N ANY great endéavoür there comes a mo- 
ment when the will to press ahead falters in 
the face of the enormity of what has to be 
done. Three and a half years into what 
Mikhail Gorbachev calls íts "second revolu- 
tion", Russía may have reached faltering 
point. Suddenly, the strain of trying to rescue 
that lumbering power from becoming an also- 
"1 in its competition with the West is start- 
to tell. “We are losing the game,” said Mr 
Gorbachev at the weekend, and with some 
drama summoned his Central Committee for 
this Friday. Ten years from now, the Gorbachev era could 


seem no more than a brief interlude in Russia's steady de- 


cline. Its fate hangs. on how he. Copes with this crisis of 
confidence. - 

He has plenty to worry y hím; on the €" nastiness 
D the southern republics öf / Armenia and Azerbaijan 
to the drought that has stunted this year's grain harvest. But 
problems of this order would not overwhelm the normally 
cheerful Mr Gorbachev. What really troubles him is that, for 
all the delighted-talk about perestroika at home and abroad, 


the changes it stands for have failed to put more goods in 











. Soviet shops and better food on Soviet tables. 


Last week Mr Gorbachev complained testily to newspaper 
. editors that perestroika was being blamed for: problems left 
Russia's economy 








over from the past. In the Brezhnev years, 
slipped backwards compared with those of the United States, 
Western Europe and Japan. Farmers had no incentive to 
n, managers had never learnt how to manage. The Com- 
munist party, supposed to be the "leading force", had lost its 
way. Only the central-planning bureaucrats thrived, their red 
tape slowly stifling what life the economy had left. Heaving 
Russia out of this rut was bound to be a messy, painful busi- 
ness, Those with a stake in the old system now point to the 
mess and the pain as a reason to give up on perestroika. The 
danger is that they are finding ready listeners among ordinary 
Russians tired of being worked harder for no apparent re- 
ward. Hence the new Gorbachev gloom. 


First make the laws stick; then unstick prices 

All of Russia's history—from Peter the Great to Lenin and 
Stalin—makes it clear that modernisers have to be ruthless if 
they are to get anywhere. Mr Gorbachev cannot hope to see 
the country transformed in hís political lifetime. The best he 
can try for is to build up enough momentum behind his re- 
forms to make sure that, ten years from now, they will be 
unstoppable. Even that requires him to do some aaa 
hard things without further REN 





. Only that will release the sequence of other changes. ' 


‘decreed that each local party boss must stand for election as 








































The first is to make the current measures 
stick. Laws have been passed which, on paper, 
break the state's stranglehold on factories, 
farms and services. In many Soviet towns and 
villages you. would scarcely know it. People 
who want to exercise their new rights—to 
open a co-operative restaurant or a cobbler's 
shop—often find it impossible to rent 
premises or get supplies. The few who win 
through face so little competition that 
can charge the earth for their services, w 
gives co-operatives a bad name. It is not ju: 
the bureaucrats who block entrepreneurial success. A pr 
pig farm outside Moscow was burnt down recently, n 
cause the smell of the pigs got up the neighbours’ nostrils | 
because they could not stand the sweet smell of profit. 
new laws need courts with the power to enforce them. | 

To change the way things get done, Mr Gorbachev has 
take on his own Communist party (see page 51). H 
make its Central Committee cut its rank and file sot 
rades keep out of day-to-day decisions in factories and f: 





BTE is that Mr Gorbachev has also ruled out-competin 
parties—the surest way to keep Communists in order. 
[nstead, he puts his faith in local councils, known as 
ets, to give ordinary pec ple: more of a say in how their lives 
run.Or does he? At June's patty conference, instead of sep: 
rating the powers of local party men and local councillors, he 


council chairman, That, he says, would give the councils real 
clout (and get rid of party bosses who do not get the votes). 
More likely i it will put the councils even more firmly under the. 
party's thumb. It would be far better to give the councils: [ 
voice and some real powers of theit own. M 
All this will come to nothing unless Mr Gorbachev tackles _ 
the toughest part of economic reform. Until he frees prices, _ 
perestroika will never have punch. Factory managers and _ 
farmers will have no incentive to economise on raw materials. — 
No real market-will link supply with demand, and so bring- 
forth the goods that people want to buy. When he does allow 
the market instead of the planners to set prices, this will have 
its political costs, In an economy as short of so many things as 
Russia's is, freer prices will initially mean higher prices ofal - 
most everything that people want to buy. No matter that in- 
flation is merely a short-term substitute for the queueirig that 
the ordinary Soviet citizen has endured for decades: it will still 
make him angry. A flinching Mr Gorbachev has already put 
off price reform until 1990 or 1991; He has foolishly promised 
that nobody's real income isi drop, a pore he can keep 
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Better to do it properly 


t to Russia’ 5 chaotic economy. 

- Does it ipd if the Gorbachev reform fails? It matters to 
the Soviet people. Half a reform, which is what they have 
now, could be worse for their shopping baskets than. no re- 
form at all. And for the rest of the world? If Mr Gorbachev 
succeeds as he wants to succeed—meaning if he reinvigorates 
-the Soviet economy while keeping the country under the sole 
- power of the Communist party—the rest of the world should 
-still be glad. That leaner, fitter but still Leninist Russia would 
< bea more formidable competitor for world power (and a par- 
ticular worry for next-door West Europeans). But world 
_ power is not just a military matter; in the battle of ideas, Mr 


-Shrinking NASA 





go aay for glory 


4ATEVER happens to the space-shuttle: Discovery, 
V V America’s National Aeronautics and Space Adminis- 
tration needs to be persuaded to go back to the launching 
pad. As things stand, NASA has committed itself, and zillions 
of taxpayers’ dollars, to ill-conceived stunts that make appar- 
- ent success synonymous with real failure. 

^. When Russia beat America into space with the is earth 
- satellite and then the first manned orbital flight, it was NASA 
-that organised America’s comeback, culminating in the 
Apollo moon-landing in 1969. Complacent i in victory, Ámer- 
: ica slowed.down. The final Apollo missions were cancelled, 
- and NASA busied itself for a decade building space shuttles, 
~ which were to become the buses for the next era of space 
travel. This was foolish. Space does not need buses. Courier 
. motorcycles for delivering small packages, and goods-vehicles 
for larger freight, yes (see page 93). A few taxis to take travel- 


ing regular trips, need permanent destinations. There is no- 
where for the shuttle to go. 

NASA sees that fact as an argument. for building a bus 
depot—its proposed manned space station, which gets odder 
in its specifications and greedier in its budget ($16 billion at 
the last count) whenever you look away. The station, it is said, 
will make space a place to do business in. The same was said of 
the shuttle, which is a commercial flop. NASA would be 
subsidising corporate research and development just to get 
companies on to the station. Never mind that a station 
crewed by robots would be much cheaper and nearly as good; 
for NASA, that is not the point. The station, like the shuttle, is 
another grand way to put people in space. The public wants 
heroic astronauts, or so Congress believes; if it gets them, 
Congress will keep giving NASA its $1142 billion. a years ^— 

During NASA’s rise, space was still the great unknown. So 
it made sense to lump all the unknowns together as a “space 
programme” and give them to a clique of adventurous tech- 
nologists to manage. Three decades later, space is becoming a 
routine fact of life. Weather forecasters, scientists, insomniac 
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inful the process, a new impetus has to be | virtues of wicked old capit sm. 





5 Power, knowledge, fortune and glory: all are up for grabs in sp ce. NASA should 


- lers to particular addresses may also be useful. But buses, mak- 





The other attraction. for the outside gold is that Mr 
Gorbachev may have to change his definition of success. His 





reforms, if and when they get going, probably cannot stop at 
-the limits he has set for them. Some East Europeans are al. 


ready growing impatient with those limits. The energetic peo- 
ples round the rim of the Soviet Union itself—the Estonians, 
Georgians, Armenians and others—are beginning to demand 
the right to run their own economic affairs; Some day that 
may lead on to a demand to run their own political affairs too. 


Hope that Mr Gorbachev is inadvertently creating a pluralist, 
decentralised Soviet Union. That's a place the world could 
Spree: to live with. 



























sports-watchers and spies weal be lost without it. They 
would all be lost for different reasons: development has 
brought diversity. Scientists, soldiers and businessmen know 
that there are many things that can be done in space. They all 
have their own space programmes and their own ways of go- 
ing about them. Why should they all have to deal through 
NASA, Which still harks back to the days when space was its 
own private mystery? 

For scientists, space travel has ere a golden age 
which has benefited those who study the earth as well those 
who. gaze on the stars. From orbit, astronomers can observe 
the universe in all its glory, seeing types of radiation that the 
muffling blanket of the earth’s atmosphere normally filters 
out. Robot probes have landed on the deserts of Mars and 
Venus; others have spun past those two giants, Saturn and 
Jupiter, and their moonly retinues. Such achievements are 
sterling. But they are achievements of pure science. The cle 
motive for them is intellectual curiosity—the same curio 
that sends other scientists to the moüntains and the ocean 
floors, or into measureless caverns to bang atoms together 
and listen for the echoes of creation: - 


Trustbusting time 


Why. should the laboratories which build scientific spacecraft 
and their instruments be part of the same organisation as the 
people selling launches on the shuttle? So long as their science 
is thought valuable, the laboratories making scientific space- 
craft:should be able to stand alone, as others of America’s 
great national laboratories do, teceiving their money directly. 
-Like the seekers of knowledge, the seekers of military 
power have need of space, but no need of NASA. They already 
have their own spaceport, at Vandenberg Air Force Base, and 
their own launch pads at Cape Kennedy. All they need are 
stout, teliable rockets on which to launch their satellites. 
They should be able to buy those on the open market—not 
be chivvied by Congress, at NASA’s behest, into buying. hid- 
nS expensive room in the shuttle 3 rd bay. : 













ey can buy their 
B h are still NASA's. If 
nace is to be a place for business, it ould be run as such, 
The federal government ough to privatise the spaceport at 
Cape Canaveral, The prices.it charges for giving a rocket 
somewhere to go from might have to be regulated at first, at 
least when the operations concerned are ones where Europe’ $ 
Ariane and others do not yet offer real competition. The 
right signal would then have been given. If businesses want to 
launch themselves into space, private spaceports will spring 
up when entrepreneurs cotton on to the need for them. They 
will not necessarily be in America: Queensland is keen to 
have one; the highlands of Peru or Kenya might be better. 
What future would there be for à NASA iis its pure 














Officiously to keep alive 


If Lebanon is clinically dead, let it be buried 


YN ANY normal sense of the verb, Lébanon has not existed 
since 1975. None of the attempts to recreate Lebanon 
since then has succeeded: no new share-out of power has won 
general consent, and neither force among the Lebanese them 








selves nor force imported from outside has done the job. Now. 


President Gemayel, symbol of this ex-country for the past six 
years, has come to the end of his empty term of office, and no 
successor has been found. Two rival governments glare at 
each other, neither really master of its own bit of the house. 


Rescue Lebanon, cries an’ anxious world, ‘It may be better, - 


dcs in a century proud of its ability to invent new countries, 
to let this sad, shattered place be disinvented. — - 

If it were possible, a united Lebanon would obviously be 
the best occupant of this patch of the Levant. Muslim, Chris- 
tian and Druze alike, the Lebanese area sharp and hard-work- 
‘x people, with enough entrepreneurial talent to make them 

richest of non-oil-owning Arabs. A plump, multi-religious 
Lebanon would be the best northern neighbour for Israel. 
Alas, a united Lebanon no longer looks possible. 


Fear of submersion 


It says much for Lebanese persistence that, even now, the dis- 
integration is not entire. A more or less national police force 
still exists, and a central bank (ah, Lebanon) still supervises 
the emaciated Lebanese pound. Some mail trickles across the 
dividing lines. That is about the sum of the good news. The 
people who run the various fragments of the country collect 
their own taxes. The national departments that used to spend 
tax money have pretty well broken down, along with their 
physical equipment (who would volunteer to mend Beirut’s 
sewers’) The army fell apart into its religious components in 
1984, though its pay corps remains. Lebanesely intact. The 
nominal all-Lebanon cabinet has not met for ages. Now even 
the symbol of the presidency is a vacant slot. z 
The reason for this disintegration is plain, and a reminder 
of a similar problem just south of Lebanon. The Christians of 


NOMIST OCTOBE 





does so, the fearsome limits on what outsiders can n achieve.’ 















hout contracts from the military, without payi 
ipads and weighed down by the misbegotten shuttle 
fleet? Preferably a future that builds on the glories of the past 
instead of just basking in them. The aspects of space which 
have become routine—where NASA is no longer needed—are 
not the whole story. | 

NASA needs to be given a goal and a deadline—perhaps a 
series of them—as it was in the 1960s. A space station 
soon— not a deluxe one designed to do companies’ research - 
for them, but a simple staging post on the way to the perma- 
nent moon-base which should be next on the list. After 
that, if all goes. well, a manned mission to Mars. NASA’s aim - 
should be exploration and glory for their own sakes. Tax- 
payers will pay to have their hearts lifted. Companies should _ 
pay for the rest. : 














































Lebanon, and above al the powerful Maronite Catholics, 
were prepared to share a political system with its two kinds of 
Muslims and its ex-Muslim Druzes only so long as Christians 
dominated the system. The 1943 agreement which gave them 
this dominance grew implausible as the Christians’ lower 
birth-rate made them an obvious minority. In 1975 civil war 
broke out. For all its horrific twists and turns, that war has 
never been fought to a finish. The central issue is unchanged 
Like the Israelis to the south, the Maronites will fight rather 
than risk being swamped in a Muslim sea. 

No outsider has had anything but blood and grief from 
Lebanon. The Syrians sent their army in, but flinched from a 
fight with the really tough militias. The Israelis went in for 
their own purposes in 1982, and the West then disastrously 
intervened in an attempt to escort them out again. Nothing 
has been settled. The Maronites hold on to their fragment of - 
Lebanon. The once influential Sunni Muslims have been _ 
shoved into a corner. The Shia Muslims who gained at their 
expense have split into the wary and the wild-eyed, Only the 
Druzes, quietly looking after themselves, have expanded and - 
pacified their parish. And Lebanon remains broken. 

It is almost inconceivable, so late in the day, that cooler 
heads among the Maronites can now persuade the hard men _ 
to put down their guns—or that Syria will do it for them. It is 
slightly more possible that the argument can be shifted, away 
from a new share-out of power within a unitary Lebanon to 
the idea of a loose confederation in which the Maronites - 
could run their own area while accepting a weak central gov- - 
ernment for the country as whole. More likely, Lebanon is the _ 
latest victim of an ancient fear:.a people's fear of losing its. 
identity, the belief that in dealing with neighbours one must 
either grip or be gripped. If that is so, an anxious world can do 
no more than try to dn the transition to a new arrange- 
ment among the peoples of ex-Lebanon: remembering, as it 






















































Britain s army should buy American 


T HE 600 or so elderly Chieftain tanks used by. Britain $ 
X army need replacing. By what? As often before, the Minis- 
try of Defence is torn between buying what its-soldiers want, 
and “supporting British industry". The choice lies between 
the American Abrams and the Challenger-2, which has been 
a designed (but not yet built) by a British firm, Vickers. 
^. Most officers prefer America's Abrams. Its armour is as 
- good as any there is. Its 120mm German-designed smooth- 

fore gun is the most powerful in NATO, and its turbine engine 


ice for seven years, so no teething problems 
3 up its cost or delay its arrival. Timing matters: the 
te nt plan is to start replacing Chieftain in 1992, although 
army wishes it were sooner. 

< Mickers is offering an improved version of its Challenger- 
1, the tank already used in the modern half of the army’s fleet. 
Challenger-1 has excellent armour, and a reliable diesel en- 
gine which, although not as flashy as the Abrams turbine (nor 
as thirsty), is quite good enough. Challenger-1’ s weakness is 
its gunnery. Its fire-control system is awkward, and its gun is 
no match for modern Russian armour. So Challenger-2 
would have a fire-control system and a rifled gun both spe- 
cially designed by the ministry's armaments research estab- 
lishment, RARDE. 


breech-block which is bound to cause trouble; its ammuni- 
tion comes in three pieces (the Abrams gun uses one-piece 
bullets); and it has less hitting power than the Abrams gun. 
From its privileged position inside the defence ministry, 
RARDE is defending its unfortunate brainchild. So is Vickers, 
which wants to sell its tank. RARDE is wrong. Vickers has some 
plausible points. It says it can start delivering Challenger-2 in 


HE more Russia talks peace, the more people in the West 
are tempted to forget distant countries where communist 
influence once seemed threatening. Mr Mikhail Gorbachev is 
- pulling his troops out of Afghanistan, and has told his Viet- 
namese friends that they cannot sit on Kampuchea indefi- 
nitely. Some people hope that he is advising Nicaragua's 
comandantes to settle down: peacefully at home and not 
spread revolution abroad. And now his Africa specialists are 
complaining that entanglements in Angola, Ethiopia and 


es it faster than any other heavy tank in the world. It has - 


"This new gun is a nasty contraption. It has a curious split | 
«d 1992; it probably can. It says Challenger-2 would he cheaper 
At the end of Crocker’ s road 


What patient American negotiation is trying to bring off in southern Africa 


Mozambique have cost the Kremlin too much treasure. Mr 


it probably would. It-says its tank would create more British 


 jobsthan Abrams; in the short run, true. 


But Vickers cannot put the German gun in Challenger? 
by 1992; that would take an extra two years, mainly because 
the ammunition storage would have to be completely rede- 
signed, The Abrams gun is already. used by the German, 
American and Dutch armies. It would be a huge military ad- 
vantage for four armies on ES central front to use the same 
gun, and thus simplify supply operations. More important, 


„four countries could co-operate on improvements in ammuni- 
‘tion. If Britain chooses the rifled gun, it must invent (and 


finance) such improvements on its own. 


Military strategy, not industrial policy 
The wise choice is Abrams. Of the main armies on the central 
front, Britain's is already the worst equipped. It needs a new 
tank with the best gun available. If Abrams were chosen, 
some might be got before 1992, by leasing from the Ameri- 
cans. This choice would be a blow to Vickers, but it would not 
put Britain out of the tank business. In the past Vickers has 





sold many tanks that were not being produced for the British 


army, because not every country needs tanks designed to fight 
the Russians. — 

. Inthe late 1990s new alabie will start a to 
changè the design of tanks, Unlike most of its allies, Britain 


. spends virtually all of its armaments research money through 


its own research establishment. The armed forces are then 
stuck with whatever RARDE produces. The army needs to en- 
courage a range of private companies to begin looking now at 
the tanks of the future. A bit more competition in armaments 
research would lead, as in any industry, to lower costs and 
better technical solutions. Then the army might more often 

pick British weapons—on their merits. | 








Gorbachev's conciliatory mood is one reason for the revival 
of peace talks on Angola, chaired by President Reagan's Af- 
rica man, Mr Chester Crocker. Why, with Russia's ambitions 
at least temporarily tamed, should an American official 
bother himself with so remote a place? : 

- The Angola talks that restarted on September 26th do 


matter for the West. Mr Crocker wants Cuba's army to leave 


Angola, and South Africa's to end.its occupation of 
neighbouring Namibia. The Cubans help Angola's govern- 
ment fight UNITA, an American-backed rebel movement with 


.. 8 good claim to a share of Angolan power. Neither Cubans — 
- nor South Africans have done many favours to their hosts. By 
keeping Angola poor and Namibia under foreign rule, they 








have prevented those two countries from even trying to pull 
themselves out of the African slough. 2% 


South African retraction, western guard | 
South África occupies Namibia in defiance of the United Na- 
tions, which says it should long ago have left the territory it 
"temporarily" took over from the defeated Germans after the 
first- world war. Namibia is a convenient buffer between 
| South África and the Cubans in Angola, and a source of 
handsome profits for South African mining companies. Na- 
mibia's guerrilla movement, the South West Africa People's 
Organisation, has turned to Angola and its Cuban allies for 
guns. The longer SWAPO's war depends on Cuban help, the 
likelier a future SWAPO government will be to run Namibia 
the Cuban way, which would benefit neither the West nor 
most Namibians. Far better for Namibia to get its indepen- 
dence courtesy of Mr Crocker, with the Cubans safely back 
the other side of the Atlantic. 

From Namibia the South Africans have crossed into- An- 
gola, where they too support UNITA. Angola could be a rich 
country, a spur to the region's economy and a lucrative mar- 
ket for foreign exporters. The civil war and Marxist econom- 
ics have combined to make it wretched. Before the Portu- 
guese colonists left in 1975, Angola grew nine-tenths of its 
food; today it grows less than half. Laid so low, Angola is 

starting to see that centrally planned economies are especially 
ill-advised in Africa, where there are not enough educated 
people to fill ministries, and not enough tax revenues to pay 








Viewers are hurt by the vetoes of a world standatd for high definition TV 


ATIONALISTIC fear has killed broadcasting's best 
AN chance of becoming a global business. Like many indus- 
tries, television is bedevilled by a-Babel of standards and 
specifications which fragment markets, restrict trade and slow 
innovation. High-definition television (HDTV) offered the in- 
dustry a chance to start again. In designing this new system, it 
could have banished Babel with a single broadcasting stan- 
dard—one which would have. given television screens the 
clarity of a cinema instead of their present coarse-grained 
fuzziness. But governments got in the way, preferring to adopt 
varying standards so as to bash the Japanese. The people who 
will be bashed hardest are western tele-watchers. 

Japanese companies, led by Sony, first proposed a world 
standard for HDTV in May 1986. Whey-faced with fright, their 
competitors lobbied hard against the idea. European equip- 
ment-makers have persuaded their governments to reject a 
world standard in favour of a European one. More recently, 
the Federal Communications Commission, the regulator of 
broadcasting in America, has added its black ball. 

In public, these western nationalists say they reject the 
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will have to watch fuzzy screens for longer than if they could 







































e, Last year the Angolans applied to join 


. But they have not yet followed Mozambique (also onc 
Portuguese colony) in matching a new taste for markets w 
new detachment from Russia. Peace, and the departure of th 
Cubans, would bring Angola closer to the West. = 

Peace in Angola and Namibia would help the West’s r 
tions with other countries in the region. Since South Afric 
own black rebellion flared up in 1984, most of English-speak- 
ing Africa has called upon rich countries to cut their comme 
cial links with South Africa. Instead of promoting sanction 
however, President Reagan has backed Mr Crocker’s schem 
to get South Africa out of Namibia. So long as that schem 
yielded no results, Africans were cynical. They may feel a little 
warmer towards western influence if Namibia gets its inde- 
pendence and Angola's war is calmed. j 

If the Angola deal works, its achievements will need to be 
backed up. The past year's fighting in Angola has cost th 
South Africans more white lives than they can calmly spa 
so for the moment they are less likely to send another expe 
ditionary force across their neighbours' borders. Squeezed b 
even limited sanctions, the South African government is be 
ginning to worry about the cost of foreign wars. Yet Sout! 
Africa will remain the.region's superpower, free to. unleas 
commando raids on its neighbours’ capitals, and to hold 
economies to ransom. The neighbours will want protection 
Mozambique already gets a helping hand from Britain; by giv 
ing similar assistance to the area's other codntries, the Wes 
would help to contain apartheid’s consequences withii 
South Africa's borders. A South Africa still strong but con 
strained by a western, not a communist, presence to its nort 
that is the prize at the end of Mr Crocker's road. : 


Japanese plan because of the problem of making high-defini- 
tion TV broadcasts compatible with those filling the airwaves. 
today. Europeans claim that lots of HDTV programmes will be 
made (and lots of HDTV equipment sold) only if programme: 
makers are assured of a reasonably big audience. The Europe- 
ans want to win this audience by beaming transmissions that: 
can be screened on both a HDTV set and a conventional one. 
This would be extremely tricky if there were a single HDTV. 
standard. Television's Babel is built not from words, but from — 
incompatible technical formats. HDTV, say the Europeans, 
must stick to the rules of today's television-language for each. 
geographical block. | TEE 


Less to watch—and costing more 
The West's tampering will certainly hurt consumers. The 


buy Japanese high-definition sets straightaway. Worse, they 
will have fewer new-tech programmes to choose from: confu 
sion over standards has discouraged programme compani 


from buying the equipment they need to make HDTV show: 













eathing space to catch up with the new technology. But 
hey have also slowed the momentum of HDTV as a whole, 
yhich means that competition in the market for conventional 
sets will get even fiercer. The countries with growing strength 
in that market are not the Frances or the Britains; they are the 
Taiwans and the South Koreas. In an industry like clothing, 
_ Europe and America can outpace the low-cost producers only 
_ by moving upmarket. The same is true of TV sets, where mov- 
| ing upmarket means going into HDTV. 

Although the ideal of a single world standard has, for the 
. moment, been lost, something can be salvaged from the mess. 
-Jt would still be valuable to have a single world production- 
























































Africa's red ink 


a chance to repair their damaged economies 


€T2CR this relief, much thanks," Africa's poorest coun- 
- A tries might say to their creditors, and go off, as Hamlet's 
nightwatchman no doubt did, to a large breakfast and a 
vooze. That is exactly what they should not do now that the 
rich world's governments are to let them off some of their 
debts. Africa's leaders need to use this respite to reverse poli- 
es that were partly responsible for the debt piling up. 

- Last week finance ministers of the seven leading capitalist 
xuntries agreed to choose between three options to lighten 
ack Africa's debt burden: writing off a third of the debt, 
ing interest rates by 3.5% or by half, or extending repay- 
ents over 25 years. Such concessions would be of little help 
» Latin America, which owes three-quarters of its debt to 
commercial banks; but black Africa owes three-quarters to 


them is worth around $500m a year. 


. Borrowing and bungling | | 

- Africa's debts grew as its economies crumbled. The same mis- 
- takes helped cause both. Governments spent gleefully on air- 
ports nobody wanted to fly to, steel mills whose output they 
could not use, and hotels which nobody wanted to stay in 
except the businessmen who were selling them more of the 
things they did not need. When the commodity bust came in 
1971, African governments went on borrowing to finance the 
consumption of their overblown ministries. Debt and eco- 
nomic failure aggravated each other. Slow growth made al- 
ready-poor countries less able to pay their dues, and heavy 
-. interest payments dragged them further down. 


World Bank teams flew around the sick continent, offering 
the ointment of concessionary finance conditional on eco- 


adopted reform packages that included devaluing their cur- 
rencies, cutting food and fuel subsidies, abolishing state mar- 
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Debt relief and higher commodity prices are giving African countries 


governments, the World Bank and the mr. The kindness to 


African governments started to scream for help. IMF and 
nomic surgery. In varying degrees, most African governments _ 


keting boards, sacking civil servants—changes intended to ree — ________ 





ahead of their fears of the Japanese. : 

This is unlikely to happen. The way Europe's trade policy 
is going, the average monsieur and hausfrau will soon be sit- 
ting down of an evening in pyjamas (costing 30% more than 
world prices) with a Tv-dinner (50% overpriced) watching lo- 
cally produced soaps (overpriced and crummy) on a television 
set costing twice what it need do. | 





duce state spending and allow the market to get their 
economies gising. The figures continued to slide. 

. Black Africa's ratio of debts to annual export earnings was 
18896 in 1982, 35196 in 1987. Its real GDP per head is even 
lower today than in 1980. Reform fatigue set in. Presidents— 
faced with gloomy figures, rioting workers and plotting politi- 
cians—were tempted to slow down or give up the reforms 
altogether. Some did, at the wrong moment, Much of the 
gloom during the austerities had been caused by a 4076 wors- 
ening in the terms of trade in 1981-86. By 1987 it looked as 
though the long commodity slump might have bottomed out, 
just as some African countries were again becoming too un- 
competitive to take advantage of it. 

The most austere reformers are now the brighter spots. 
When Ghana was in disaster in 1983, and its real income per 
head had fallen for 25 years by an average of 1% a year, Li 
tenant-Colonel Jerry Rawlings called the money-doctors 
The economy has been growing at around 6% a year ever 
since, even though the prices of its main exports, cocoa and 
coffee, have been falling. By contrast, Zambia gave up its re- 
form programme in 1986, when cutting food subsidies led to 
riots. Since President Kenneth Kaunda inflated into what he 
thought would be growth, real GDP per head has fallen by 
nearly 496. Copper prices have risen in the past year, but 
Zambian production has fallen because there is no foreign 
currency to buy the spare parts to keep the mines working. 

Now that black African countries will be able to keep a bit 
more of the foreign exchange they earn, the prudent lesson is 


plain: with that much less debt-imposed discipline, govern- 


ments will need that much more self-discipline. Those who 
choose the strait gate and narrow path should spend more 
only on freeing markets and buying things they need—like 
spare parts, tractor tyres and roads to places people want to 
go to. Cruel coups will await those who choose the wide gate 
and broad way that lead to the old stagnation. 
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“Assuming risks in 
global trading requires more 
than routine assumptions: 


As a worldwide trading power, J.P Morgan can't rely on 3 
routine assumptions. We must anticipate developments 
and constantly test our appraisals in the marketplace. 
Also, our leadership position requires that we manage 
more than routine risks. So we draw on the resources 

of our entire organization — our trading teams, our 

global network, our research, and our market-tested 
experience — to maintain an up-to-the-moment 

market viewpoint. In order to meet our own objectives 


and those of our clients, Morgan has = 9 p z 
ara 
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made a strong commitment: being a 
leader in global finance also means “J 
being a leader in global trading. 





= æ 
With the proper perspective, the chaos of 
small movements can be interpreted within 
the context of larger ones. Morgan's 
worldwide trading network provides an 
overview of global markets that helps clients 
move in the right direction. 


© 1988 LP Morgan & Co. Ine rate 

JP Morgan is the worldwide marketing name for 

LP Morgan & Co. Incorporated and for Morgan Guaranty 
I v. LP Morgan Securities Lid. and 


Trust Company 
other J.P. Morgan subsidiaries 
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A work of art which, when desired, 
chimes the hour, quarter hour and 
minute. Only thirty such watches, each 
individually numbered and signed, leave 
our workshops each year. 


Since 1735 there has never been a quartz 
Blancpain watch. And there never will be. 
Available in London: 
Carringtons, Mappin & Webb, David Morris, Garrard, London Hilton Jewellers, Watches of Switzerland, The Watch Gallery, Tyme 
and: 
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ROMA Ansuini, Capuano WIEN Carus & Binder, Hubner ZURICH Barth, Galli, Gut, Meister ZURICH AIRPORT Turler 
Information by BLANCPAIN SA - CH-1348 Le Brassus - Switzerland - Tx 459 420 Tel 01041- 21 85 40 32 


.FRANCE'S FIFTH REPUBLIC 


oure-footed 





This month brings the 30th anniversary of France's Fifth Republic. It has 


coped with the political strains of 


the past few years far 


er than most 


observers expected. But it may soon be ripe for some changes 


HE Fifth Republic used to be famous 

for its clarity. To two basic questions 
asked of any political system, France gave 
shiningly simple ^ answers. What 
distinguishes the main parties? The old di- 
vide between left and right. Who's in 
charge? The president. 

These sharp outlines have softened with 
middle age—not so odd a term if you re- 
member that 30 years is more than twice the 
average length of France's 15 constitutions 
or regimes since 1791. Party lines have 
blurred. Power has become more diffuse. 
Does this mean France is slipping into mud- 
dle-through habits ill-adapted to the eco- 
nomic and defence challenges facing West- 
ern Europe? Or are these changes signs of a 
suppleness that promises constitutional 
long life? 

During this year’s elections, anybody 
hoping for an obvious clash of left and right 
would have been disappointed. Socialists 
and conservatives hid behind a cloud of 
shared generalities about schools, Europe 
and human values. Nor does France's presi- 
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dent seem as regal as he used to. In 1986-88, 
President Francois Mitterrand, a Socialist, 
shared power with a conservative govern- 
ment led by Mr Jacques Chirac. The presi- 
dential election in May this year gave Mr 
Mitterrand another seven-year term in the 
Elysée. But the general election in June de- 
nied the new Socialist government under 
Mr Michel Rocard a clear majority in 
parliament. 

Besides making French politics harder 
to follow, this blurring of lines has led some 
puzzled France-watchers to think the system 
itself needs an overhaul. Party divisions, on 
this view, ought to be re-drawn to reflect 
new alliances, and the constitution changed 
to prevent president and government get- 
ting out of line again. A more relaxed view, 
favoured in this article, is that, apart from 
some friction points in need of oil, a flexible 
constitution is giving many French voters 
what they want: a lessening of policy swings 
between left and right, and a counter-bal- 
ancing of executive power, whichever party 
is in charge. Written for Charles de Gaulle, 


biben. asy Ro s ll Lo Lan 






the constitution has proved its worth under 
three successors, Georges Pompidou, Mr 
Valéry Giscard d'Estaing and r 
Mitterrand, who used to be one of the 
tem's harshest critics. 
The constitution was written in a scram- 
ble during the turbulent summer of 1958. 
None of its main authors quite saw eye to 
eye. De Gaulle, taking a soldier's view, 
wanted above all to insulate foreign affairs 
and defence from, as he saw it, the party car- 
ousel in parliament. These responsibilities 
became the president's "reserve". The cc Y 
stitution made clear that the president 
named a prime minister and could dissolve. 
parliament, but that parliament could not 
overturn him. ! 
Mr Michel Debré, de Gaulle’s first 
prime minister, was keen to stop govern- 
ments falling every time a few votes changed - 
sides in parliament. He insisted on including 
the cunning devices making it hard for gov- 
ernments to lose confidence votes in the Na- 
tional Assembly. Civil servants strove, suc- 
cessfully, to keep the powers of the 
permanent administration. The mainspring 
of the system, the popular election of the 
president, was added only as an after- 
thought in 1962. 
That an improvised document worked | 
so well was a bit of a surprise. Yet, by th 
standards of France's neighbours or of 
France's own past, work it has. Part of the 
answer may lie in the half-joking words of a 
wise French constitutional lawyer: “A mis- 
take to avoid is to think that we have a 
French constitution. We have a British one, 
where what matters is how the rules are ap- 
plied in practice." 4* 
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Those puzzling elections 


A democratic constitution provides for ef- 
fective, accountable government. To stay at- 
tuned to voters, politicians need to read. 
elections well. Recent ones in France have’ 
been a puzzle. What do French voters want? 
The results suggest there is no stable voting - 
majority in France either for all-out free- 
market liberalism, or for tight government- 
led management of the economy. | 
The 1986 general election brought con- 
servatives to power. A lot of votes were 
against the ins rather than for the outs. 
Many people wanted to punish the Social- 
ists for their economic management in the 
early 1980s, when inflation and unemploy- — 
ment were high. Some also wanted to re- 
ward the Socialists for their anti-inflationary 
change of heart in 1983. The punishment 
was accordingly light: the conservatives won 
a majority of three seats. ] 
The pattern was similar this year. Vot- 
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amentary elections. 


é ved the wilder polls, they campaigned 
gainst a Socialist“ landslide. "It is not 
healthy for just one party to govern,’ ' said 
Ar Mitterrand. in a memorable “vote-for- 
ur-opponents" piece of campaign advice. 
i Voters took him at his word. The So- 
ialists won 275 seats in the 577-seat Na- 
onal Assembly, 14 less than an outright 
ajority, 13 more than the conservative op- 
osition. Mr Rocard was able to carry on as 
rime minister at the head of a mainly So- 
list government thanks to Mr Debré's 
rs of 30 years ago: to overturn a govern- 
nt, parliament must find a majority of 
puties to vote against it on a vote of | 
idence. An unlikely combination. 
Communists and conservatives 
ld upset Mr Rocard; failing that, 
was safe. | 


ie search for a centre 
e widely reported message of this 
uble result was that voters wanted 
ddle-of-the-road government. But 
iat did this really mean? Sometimes 
seems France-watchers. need as 
ich energy to find the "centre" of - 
ch politics as physicists do look- 
for sub-atomic particles. At least 
ysicists have theories to predict 
r-quarries' existence. The search 
| centre seems to rest by contrast 
| confusion. Government at the 
re, which many French voters are 
tting, need not be government of 
‘Centre, which is certainly elusive 
d perhaps not there at all. 
` One of the odder commonplaces in this 
entennial period is, as if it were news, 
hat the French Revolution is over. Nobody 
alks a better middle-of- the-road line than 
Mr Rocard. He promised an "opening to the 
centre”. He told his ministers to give the op- 
position its due and to listen to "civil soci- 
ety", in other words not just to party politi- 
cians, particularly Socialist ones. 

> Noble sentiments. But Mr Rocard’s 
muffled overture to centre-right politicians 
his summer butted up against the facts of 
arty life. Despite tensions and disagree- 
ents, politicians of the centre-right were al- 
s of the other main group of mainstream 
'onservatives, the neo-Gaullists. For centre- 
ight politicians openly to have backed, let 
lone joined, a new Socialist government 
would have been to admit that this conser- 
ative alliance was dead. Though ailing, this 
lliance's life-signs were strong enough to 
Jeter all but a few minor centre-right politi- 








errand’ s sweeping 54% ae vice’ 
y. A majority preferred Mr Mitterrand's 
dy, avuncular style to Mr Chirac's of- 
ng mixture of tough talk and often. 
yy action. But a lot of Mr Mitterrand's. . 
orters would not vote Socialist in the - 
Although Mr- 


tterrand and Mr Rocard cannot have be- . yuppies simply becaus ‘they have’ ‘given up. 


: parties i in France have a tolerab 








his Teadiness: to share ec ea iade e 
i pid non-Socialists and of ‘his 


on a rigid, old-fashioned party and that So- 


cialists should address their concerns. Of - 
stream right risks splitting up. France may 


215 Socialist deputies, some 115 have been 
teachers. Perhaps another 50 are from other 
parts of the public sector. Here is a state- 
spending lobby with which any ‘Socialist 
prime minister must reckon, 

It is no great surprise that by this au- 


tumn' s local elections, more classic party 


lines were forming once more. The main 












Fuels eee " 
President . 


— Directly elected for renewable 
^ SPVéfeyear term 


- Prime minister. 
at mian 


Parliament cannot 





Hütel Matignon overturn government , Palais Bourbon 
Prime minister without absoluta. National Assembly 


| majority of assembly 


patronage networks, rituals and loyalties. 
Both agree France needs anti-inflationary 
policies. But «most French conservatives 
want to go.on privatising banks and indus- 
try. The Socialists do not. Non-economic 
questions—immigration, civil rights, cul- 
ture, press and: broadcasting—also divide 
the two main groups. 


The big divide 
Consensus government can work with com- 
petitive parties. A swing party at the centre 


is not necessary. Some day, one might 


emerge in France. But two-round, first-past- 
the-post constituency voting tends to work 
against small parties. If they exist at all, they 
do so courtesy of larger ones: ^ 

: So France could be developing a party 
system in which distinct. centre-right and 
centre-left parties alternate in government, 
each getting a turn at public jobs. At the 


same : tie, e both agree * enough anos 











than a an in efiheaval.- 


$234 years of mien pon anii M: 
<  Mitterrand's victory in 1981. 


le agreement : 












- As Communist support DT collapsed to 
oad 12% of the parliamentary vote, the 
Socialists are now the main force ay the le left. 





The awkwardness is that the main- 


not, as is often said, have “the stupidest 


“right in the world." But it surely has one of 
the most fractious. The neo-Gaullists, with 


132 seats in parliament, are split. Some are 
right-wing populists who might work with 
an extreme right shorn of its overt racialism. 
Some are economic liberals, close to the cen- 


. tre-right. A dwindling few are old Gaullist 
_~ barons. Mr Chirac bridged these groups. He 
<, was terribly battered by his:defeat. Younger 
4 politicians: 2 as Mr Alain Juppé and Mr 


Pierre Seguin are already rene for 
his succession. 

"Today's centre-right is an even 
side group. It has no single party. 
The biggest is the Republican party, 
started by Mr Giscard d'Estaing. 
Waiting still for his comeback, the ex- 
president would like to lead a united 
conservative group in “constructive 
opposition” to the Socialists. But the 
old Christian Democrats, led by Mr 
Pierre Méhaignerie, have split away 
to form their own parliamentary 
group. Both men must reckon also 
with a third centre-right leader, Mr 
Raymond Barre. A law to himself, 
t this ex-prime minister and defeated 
presidential candidate continues to 
play Puck one day and national sav- 
iour the next. 

Fractious as they are, even the 
wettest. conservatives are still likelier 
to hold on to Nurse for fear of finding 
something worse. A test will come during 
next spring's local elections, which cover 
small towns right through to the biggest cit- 
ies. Before the summer, Mr. Mitterrand's 
people spoke of these local elections as a 
chance for alliances between Socialists and 
politicians of the centre-right. Now few ex- 
pect more than rare exceptions to the usual 
pattern: Communists and Socialists on one 
side, centre-right and neo-Gaullists on the 
other. 

Not all voters in France want fudge and 
compromise. Though down, the Commu- 
nist party is-not out. The racialist far-right 
got 1496 of the vote in the first round of the 
presidential election. A protest vote, many 
said, hut still depressingly high. In the gen- 
eral election, 3496 of voters abstained, a 
record. A system in which lots of people feel 
unheard is not healthy. 

Some say France has too many elec- 
tions: hence the high abstention rate. This is 








PLAY THE BIGGEST LOTTERY IN THE WORLD! 





Starting on November. 19th, 1988 and 
continuing until May 13th 1989, you are 
given fantastic chances of winning big 
in the 84th South German Class Lottery. 


With the largest amount of prize capital - i, «e. 
405,610,000 DM, the South German Class 
Lottery gives away the biggest top prizes com- 


pared with any other German lottery. No other. 


one offers jackpots of 3 million DM. The 
SKL is sponsored by the Federal States of 
Baden- Württemberg, Bavaria, Hesse and the 


Rhineland-Palatinate and is controlled by an offi i 


cial board of directors in Munich/Bavaria. 


“ur new offer gives you during the. 

6 draws TWO CHANCES OF WINNING | 
: HREE MILLION DM, FOUR CHANCES | 
OF BECOMING A DOUBLE-MILLION.- 
AIRE, 14 PRIZES OF 1 MILLION DM, . 
4x 500,000 DM, 26 x 250,000 DM, 
32x 100,000 DM plus 437,506 prizes 
ranging up to 80,000 DM. 


HOW THE LOTTERY WORKS | 

The 84th South German Class Lottery extends 
over a six month period ~ from November 19th, 
1988 to May 13th, 1989. It is divided into Six 
classes. The 1st to 5th class have a total of 20 
draws — i, e: 4 draws per class — and 6 in the 6th 
class. This means a draw every saturday for six 


exciting months! The draws are held in public. 
and are state controlled, which assures that all 


prizes are given to the rightful winners. The basis 
of the lottery is the Prize Schedule, which shows 
ali the prizes and dates of the draws. 


WHAT THE ODDS ARE 


With a total of 900,000 ticket numbers issued 
and an outstanding offer of 437,588 prizes, 
nearly every second number is lucky ~ i. e. 
exactly 48.6%. However, by participating with 


2 Special-Six-Pack you can boost your 


zhances of winning at least one prize by 9896 
and of winning further prizes by 87 %. Value and 
number of prizes increase with each class. The 
percentage of stakes given away as prizes in the 
SKL is higher than in any other German lottery, 


ANYONE CAN PLAY 


The South German Class Lottery is open. to 
anyone of any citizenship in any land, Should you 
move to another country, you can still continue to 
play wherever you live providing there is a postal 
service, 

Tickets are available in full, half or smaller shares, 
They all take part in the draws and have equal 
winning chances. Of course only full tickets will 
get 10096 of the prize money, whereas the smal- 
ler shares, which cost their respective stake 
price, are only entitled to their corresponding 
portion of the prize money. 

it's easy to play in our lottery. Just complete and 
send in the attached Ticket Order coupon to- 
gether with your remittance, You willthen receive 
tickets and additional information. We recom- 
mend payments to be made by International 


Bank Draft made out in German Marks payable to - 


Mr. W, Wessel through a German Bank, which is 
usually free of charge. Should payment be made 


reign currenci Ps o 


by International Bank Transfer personal cheque : 
edit Card, char 





26°%. 250, 000 DM = 6,500. 000 DM. 


32 x 100,000 DM = 3. y AE 
“39 x 80,000 DM = 2 40 4 
2.040,000 D 


34x 60,000DM = 
| 436,716 prizes. Un 












437, 588 PRIZES AT 
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WHATT ENS! WHEN YOU WIN 
All winners are notified immediately and confiden- 
tially of their prizes. All prizes are paid at once in full 
and free from German taxes. 

We cari make payment in any currency you choose 
and to any address or person you desire. Every- 


thing is str ictly confidential. 


Participants will be air-malled every four weeks the 
official winning lists along with the renewal tickets 
for the next class. 


Complete, enclose your cheque and mail to: Mr. Wessel, P.O. Box 10 40 67, D-3500 Kassel 


TICKET ORDER 


Please send me the following SUDDEUTSCHE KLASSENLOTTERIE tickets by return post: 


at DM 864 each (approx, US$ 452 or fstg 268) = ay SONT EA 
at DM 432 each (approx. US$ 226 or£stg 134) = DM oo. 
at DM 216 each (approx US$ 1130rfstg — 67) = 

(approx. US$ 678 or£stg 402) = DM ............... 


T Europe DM 12 (approx. US$ 6.30 or £stg 3.80) 
mailing charges elc. ‘Overseas DM 21 (approx US$ 11.00 or Esta 6.60) 


Amount of enclosed cheque in DM or equivalent in US$ or £stg = DM ounan e 
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| These DM prices COVER THE bibe: SERIES of 6 months. Equivalents shownin US$ and £stg are only approximate nd 
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a. Full Tickets 
wa» Half Tickets 
.. Quarter Tickets 


^. SPECIAL SIX (% Tickets} at DM 1,296 
{= 98% chances) 


usually free ot Mire if you pay by bank transfer, personal cheque, credit card or in foreign currencies, vou must add 
charges. You can only be credited with the OM equivalent received: All cheques should be made payable to Mr. W. Wessel. 
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198 86, a a one-round general Sete 1988, a a 
two round presidential and a itwo-round 
general election, cantonal elections in many 
departments this week (with a record-low 
turnout), a referendum on New Caledonia; 
19 89, two-round local-council elections and 
a proportional election for the European 
parliament in June; 1991, more cantonals; 
1992, regional elections; 1993, another gen- 
era election, if parliament lasts till then. 
Bunching some of these would be a good 
idea, if the parties can agree on a neutral mo- 
ment to pass the necessary laws—perhaps 
1990, when no elections are scheduled, 


Cohabitation clockwork 


A different calendar problem is the hoary 
question of preventing “cohabitation” by a 
president of one party with a parliamentary 
ajority of another. Presidents have seven- 
k terms, a carry-over from the Third Re- 
public. Parliament's normal life is five years, 
though it can be less if the president dis- 
e; es it prematurely. In such a system, presi- 
ential and parliamentary majorities can get 
A of line. France lived with this in 1986- 
88. It came off better than many predicted, 
but also with more wear-and-tear on Mr 
N tterrand and Mr Chirac than showed at 
the time. Could the terms of president and 
prime minister be better aligned? Could 
their lines of responsibility be made clearer? 
Is either change necessary? 
There are three basic ways to impose 
allic clarity on this Anglo-Saxon muddle. 
O would be to make the job of France's 
president, though not his election, more like 
1 aly's or West Germany's. He would be a 
popular figurehead—a head of state who 
v presented France ceremonially to the rest 
po world. A second route would be some- 
/ to write into the constitution that the 
president directs the government, and make 
thé the link between parliament and president 
more direct. It is unclear how this could be 
done without weakening the president. 
Either way would wreck the clever com- 
p omise that has evolved under the Fifth 
Republic. France’s president, in some 
guises, represents the nation. In others, he 
represents his own, usually the majority, 
arty. This makes the president both figure- 
l ead and executive with real power. He is 
both von Weizsäcker and Thatcher. Playing 
b oth parts well takes a fine ear for public 
opinion. If played badly, the likely price is 
defeat after one term. 
The third, most modest, course is to ar- 
> that seven years is too long for a modern 
P Eier Shortening it to five years would 
make the president more accountable—and 
it would lower, though not remove, the risk 
of cohabitation. Giving parliament and the 
president fixed five-year terms would virtu- 
ally rule out cohabitation. But that would 
. disturb the balance of the system by taking 
, away a president's power to dissolve parlia- 
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"De Gaulle would have governed the way he | 


did whether he had a Swiss or a Chinese 
constitution,’ according to one seasoned 
expert. Modern practice in France accepts 
that the clash between a popularly elected 
president and parliament cannot be too 
great. Had Mr Chirac won by 50 parliamen- 
tary seats in 1986, would Mr Mitterrand 
really have stayed on! The constitution says 
he could have done. The odds are he would 
have resigned. Again, in 1981 and 1988, Mr 
Mitterrand called a general election immedi- 
ately after his presidential victory. This was 
to get backing in parliament. Though not 
called for in the constitution, this is becom- 
ing normal practice. 

Some tension between president and 
prime minister is built into any two-headed 
executive, even when, as now, both heads 
belong to the same party. Mr Rocard is a 
Protestant who makes a virtue of speaking 
his mind and has no hang-ups about the cre- 
ation of wealth. Mr Mitterrand is a Catholic 
who favours hidden manoeuvre and who 
distrusts economics. Mr Rocard was once 
his junior rival. The two profess old scores 
now settled. Not everyone believes them. 


Counterweight needed 


Tempered as it may be, the hitting power of 
France's executive branch remains strong. 
This makes fears of government paralysis 
look exaggerated. Rather than trying to 
close doors to future cohabitation, reform- 
ers would do better to foster counterweights 
to executive power. 

The little-noticed strength of France's 
Constitutional Council is a step in this di- 
rection. Since 1974 it has required only 60 
senators or deputies to send it a bill for a 
constitutional vetting. Much major legisla- 
tion now routinely passes before the Coun- 
cil, which does not hesitate to strike down 
what is unconstitutional. The Council could 
be bolder in broadening its remit to protect- 
ing citizens against civil-rights abuses. Few 
Americans thought the Supreme Court 
could strike down acts of Congress until 
Chief Justice Marshall said it could. 

The president of the National Assem- 
bly, Mr Laurent Fabius, wants to make par- 
liament less of a doormat. He proposes com- 
mittee hearings in public, more speaking 
time for the opposition, and more question- 
ing of ministers. Deputies ought to have 
more time for this now that they are being 
restricted to holding only two elected of- 
fices. But parliament, too, could be bolder in 
demanding more grilling of ministers and of- 
ficials, more follow-up on how laws are ap- 
plied and money spent. 

Another welcome change would be the 
gradual disappearance of a modern French 
allergy to independent commissions. France 
has one, in theory, for broadcasting. It was 
used in such a crudely partisan way by the 
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previous government that Mr Rocard's gov- 
ernment is replacing it with a new one. lt 
would be a pity for the Socialists to repeat 
the mistake. Another is the Competition 
Council, set up under the conservatives. 
Like most of France's financial and eco- 
nomic overseers, this is still, in practice, too 
ra | tied to the Treasury. 

The beginning of this article deliber- 
ately blurred a distinction. It lumped to- 
gether as examples of French “muddle 
through” three different things: a certain 
narrowing of the gap between parties, a 
greater balance between different constitu- 
tional forces, and a putting off of tough eco- 
nomic and defence choices facing France. It 
is wrong to think that the first two need en- 
courage the third. Bringing France's parties 
into better balance and making the system 
more democratic ought to make facing up to 
France's challenges easier. If politicians 
duck France's European choices, it will not 
be the system that is to blame. 
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ket, despite the short-term pain of inflation - 
and unemployment (whose existence is now 
officially admitted). But the second round, 
and the immediate practice, went to the cau- 

9 : d 
tious Mr Li, who reckons the pain, short- 
term or not, simply too grievous. -- 

Mr Li and his fellow-conservatives, no- — 
tably the State Planning Commission head _ 
and vice-premier, Mr Yao Yilin, now appear 
to have won round three. Mr Deng's advice - 
to step carefully came just before this week's 
session of the party's Central Committee, 
enlarged to include representatives of the 
government and the armed forces. It is plain 
that Mr Zhao, the leading advocate of price 
reform, is under a cloud. 

This does not, however, mean that Mr 
Zhao is about to suffer the fate meted out — 
last year to his predecessor, Mr Hu . 
Yaobang. Mr Hu was dismissed to appease - 
the party's conservative elders, furious over - 
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many yuan chase too few of everything 


Its going wrong in China too 


FROM OUR CHINA CORRESPONDENT 


éé E HAVE been bold enough," says 

Mr Deng Xiaoping, paramount 
leader of the world's most populous nation. 
"Now we need to take our steps in a more 
cautious way." That understated turn of 
phrase may be the signal that the commu- 
iist world's most remarkable experiment in 
-conomic reform is slowing to a halt. In the 
Soviet Union Mr Mikhail Gorbachev is also 
making heavy weather of reform, but some- 
how you expect that of Russia. The news 
from China is more of a shock. 

Mr Deng and his fellow-reformers have 
spent ten years trying to replace China's 
central planning with something approach- 
ing a market economy. What they are now 
getting is rapid growth—industrial output 
this year is likely to be 1296 above last year, 
which was 16⁄2% above the year before— 
but also all the confusions of overheating, 
including high inflation and a. dismaying 
amount of corruption. In China's cities, 
home to 200m of its 1.1 billion people, aver- 
age retail prices are at least 2096 higher than 
a year ago. 

Ordinary Chinese are reacting as any 
sensible people would: they are taking their 
cash from the banks (because new interest 
rates are still well below the rate of price 
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rises) and spending it. They are also moon- 
lighting in the black economy and criticising 
the government, not only for allowing the 
worst inflation since 1949 but also for break- 
ing their "iron ricebowl" with new-fangled 
ideas of productivity and profit. 

Politicians and economists face three 
obvious questions: how to explain the mess, 
whom to blame for it and how to clean it up. 
The answers are unlikely to be convincing. 

Consider the events since this summer's 
assembly of the top Communist party lead- 
ers at the seaside resort of Beidaihe. First, 
the party's Politburo declared a five-year 
plan to “deepen” the reforms by adjusting 
the price system to enable “the state to regu- 
late the market and . . . the market to guide 
enterprises." Two weeks later the State 
Council, the nearest thing the prime minis- 
ter, Mr Li Peng, has to a cabinet, promised 
that there would be no more price rises this 
year, and that next year, the first in the five- 
year plan, would see no serious steps in price 
reform. 

To those who study China's tea-leaves, 
this means that the liberals, led by the par- 
ty's secretary-general, Mr Zhao Ziyang, won 
the first round, the plan itself. Prices and 
wages would in principle be set by the mar- 





some student demonstrations. Those elders, 
however, have since been vanquished—ei- 
ther by last year's party congress and this 
year's meeting of parliament, or by old age. 
Mr Li and Mr Yao must share with Mr Zhao 
responsibility for the decisions both party 
and parliament took to proceed with re- 
form. Mr Zhao is smart enough to see the 
benefits of no longer being in charge of the 
economy. He is already disclaiming respon- _ 
sibility, as party leader, for day-to-day eco- — 
nomic: management—which means it is up — 
to Mr Li and his team to cure China's imme- 
diate ills. 

But how? Western visitors, such as Mr 
Milton Friedman, a Nobel prize-winning 
economist, tend to advocate, with the blithe — 
confidence of the uninvolved, complete | 
price freedom accompanied by a tight con- 
trol of the money supply. They can cite, as 
proof that their idea is feasible, West Ger- — 
many after the second world war. It is clear 
that much of China's inflation comes from. 
trying to run a "two-track" system in which, 
according to Mr Yao, half of all commodity _ 
prices are now set by the market and the — 
other half by the state. 

Unfortunately, China's politicians will 
accept only part of the western prescription. 
Mr Yao says that price controls will remain 
on grain, cotton, edible oils, some other — 
farm produce and important commodities. 
such as steel. That leaves tight money, now 
preached by everyone from Mr Deng down- 
wards, and austerity. The State Council, for- 
example, says the central bank should refuse 
credit for non-productive investments such 
as hotels and office blocks. 

But such measures have been called for 
before—and ignored. The central govern- 
ment's writ does not always run far from 
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Beijing, especially now that the the coastal 
areas have been given a high degree of com- 
mercial independence. By August 10th the 
central bank had been forced to issue 40% 
more cash this year than in the same period 
last year; its foreign-exchange credits for the 
first seven months of this year were running 
171296 above the 1987 level. 

Mr Li and his colleagues argue a tempt- 
ing logic: control prices now and enforce a 
little austerity to stop inflation, and then let 
price reform resume when the economy has 
stabilised. Reality may impose a different se- 
quence. The attempt to fix prices will lead to 
distorted market signals, low productivity 
and economic stagnation, while austerity 
will consist of meaningless gestures such as 
reducing by 3096 this year’s potted flowers 
at the celebrations in Beijing's Tiananmen 
Square for the 39th anniversary of the Peo- 
ple's Republic. Whatever Mr Deng may now 
wish, China's reform has gone too far to be 
dealt with any longer—for good or ill—by 
"cautious steps". 








Japan 


After the grief 


FROM OUR TOKYO CORRESPONDENT 


S EMPEROR HIROHITO'S struggle 
against death continued this week, the 
Japanese started to debate their future with- 
out him. More than 500,000 people have 
queued in the persistent drizzle that has 
blanketed Japan since the emperor became 
critically ill from cancer on September 19th. 
They are signing get-well registers that have 
been opened throughout the country. An 
emotional nationalism is welling up 
in Japan. Once the first grief is over, 
how might it express itself? 

The country's nationalists, who 
usually keep their thoughts to them- 
selves, have made an early bid for the 
intellectual high ground. They think 
the end of the Showa era, the age of 
"Enlightened Peace", as Emperor Hi- 
rohito's reign is known, gives them 
the chance to tackle a delicate ques- 
tion: whether to change the constitu- 
tion the Japanese have lived under 
since the American occupiers wrote it 
for them in 1947. 

A group is forming around Mr 
Seisuke Okuno, a Liberal Democratic 
member of parliament who was 
sacked from the cabinet in May for 
suggesting that Japan was not an ag- 
gressor in the second world war. This 
group wants à new constitution to go 
with a new emperor. One of its 
spokesmen is Mr Hideaki Kaze, an ad- 
viser to Mr Yasuhiro Nakasone when 
he was prime minister. Mr Kaze re- 
cently said that after Emperor Hirohi- 
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Death watch for Enlightened Peace 





FROM OUR TOKYO CORRESPONDENT 


LL the news, such as it is, about Em- 
peror Hirohito's illness ha$ come 
from a group of courtiers known as the 
| Imperial Household Agency. Most Japa- 
nese think the group has been far too se- 





cretive about the emperor's condition. 
Even the prime minister, Mr Noboru 
Takeshita, says he has to glean what he 
can from the newspapers and television, 
which use their own experts to interpret 
| the sparse information—about tempera- 
| ture, blood pressure, pulse—provided by 
| the agency. Agency officials have not al- 
| lowed Mr Takeshita to see the emperor. 
Last year, when the emperor had an 
intestinal operation, the agency was 
caught lying. It said that a tumour discov- 
ered during the operation was not can- 
cerous. A doctor who tested tissue from 
the tumour has since said it was. Defend- 
| ers of the agency's attitude point out that 
in Japan cancer patients are not usually 

| told they have the disease. 
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to's death "Japan's national psyche will be 
liberated from the bitter memory of 1945,” 
and that the country “‘may be able to revise 
the victors-imposed constitution and feel 
free to realise the true independence of the 
Japanese nation.” 

The words may sound chilling in some 
ears, but they reflect a complicated senti- 
ment that is not the exclusive preserve of 
the far right. The 1947 constitution has 
come to stand for a certain sort of Japan, a 
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The agency, which has a staff of 
1,130, runs the imperial family's per- | 
sonal, ceremonial and official life. Before 
Japan was defeated in the second world | 
war, the Imperial Household Ministry, as | 
it was then called, also advised the em- 
peror on political matters. It is now for- 
mally under the control of the prime 
minister's office. In ]une the cabinet 
sought to get more of a grip on the 
agency by giving the top job, that of chief 
steward, to its own man, 61-year-old Mr 
Shoichi Fujimori. | 

However, the agency's officials seem 
as aloof as ever. Unlike the rest of the | 
meritocratic Japanese civil service, most | 
of the jobs in the agency remain a heredi- | 
tary preserve of the aristocracy. Mr 
Teruko Yoshitake, a writer on social is- 
sues, says that some agency officials still 
believe the emperor is a man-god. It is 
hard to accept that such a personage can 
become ill and die like a mere mortal. 
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commercial and non-nationalist one. To 
many Japanese, it also stands for a Japan that 
did not just lose a war but suffered a spiritual 
defeat. A new constitution would be a way 
of removing that taint. 

It would also be an exceptionally radical 
act. Even Mr Nakasone, for whom the sub- 
ject has been a life-long obsession, did not 
lift a finger to change the constitution while 
he was prime minister. His successor, Mr 
Noboru Takeshita, who also called for a new 
constitution before he took office, 
has now gone quiet on the issue. The 
ruling party has never come close to 
having the two-thirds majority in 
both houses of parliament that woul 
be required to amend the constitu 
tion. But the debate is no less bitter 
for being theoretical. An opinion poll 
taken last year found that those in fa- 
vour of keeping the constitution un- 
changed outnumbered revisionists by 
only three to two. Political analysts 
speculate that the gap would be nar- 
rower if the poll were taken today. 

It is not at all clear, however, 
what changing the constitution 
would mean in practice. Nationalists 
say they want a constitution written 
in Japanese, not a translation of one 
written in English. They complain 
that, apart from its inelegant Japa- 
nese, the present constitution's idiom 
of individual rights jars with Japanese 
tradition. 

Cleaning up the language could 
give an opening for two important 
changes of substance. The revision- 
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September 12, 1988 
We wish to announce that 

Reinheimer Nordberg Inc 

has become 
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in Hong Kong 





The Hong Kong Government invites interested parties to submit proposals for the 
construction of a cable network and the provision of a cable TV broadcasting service 
in Hong Kong. Interested parties have until 28 February 1989 to submit their 
proposals. Parties whose proposals are accepted by the Hong Kong Government 
will be invited to apply formally to the Government for 15 year licences to build 
and operate the network and broadcasting service. 


Specialized Investment Banking and 
Institutional Brokerage Services 


H. Gerald Nordberg Jr, Chairman 
F. Jack Bulkley Ill, President 


Corporate Shareholders are 


AB Export-Invest 
Investment AB Bahco 
Kansallis-Osake-Pankki 


NORDBERG CAPITAL INC 


641 Lexington Avenue, New York, 
NY 10022 (212) 753-9111 


Interested parties seeking further details may obtain a comprehensive information 
kit containing background information on Hong Kong and a guidance note for 
proposals from the following offices: 


Secretary for Administrative Services and Information, Government Secretariat, 
Lower Albert Road, Hong Kong. 
Fax: (852) 5-8452129 Telex; 72669 HAB HX 


Hong Kong Government Office, 6 Grafton Street, London W1X 3LB, England. 


British Embassy, Hong Kong Government Office, Avenue Louise 228, 1050 
Brussels, Belgium. 


Copies are also available at the Hong Kong Economic and Trade Offices in Geneva, 
Washington, New York, San Francisco and Tokyo. 






The information kits are priced at HK$160 (in Hong Kong) or US$25 (overseas) 
inclusive of delivery. Cheques/Bank Drafts should be made payable to "Hong 
Kong Government’. 
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WASHINGTON, D.C. | At Park Hyatt Washington, D.C., spacious suites provide generous 
amounts of both comfort and luxury. You'll appreciate wonderfully private 

master bedrooms, where rest and relaxation are assured. Magnificent marble bathrooms. And beautifully 

appointed living areas that make entertaining, as well as working, a pleasure. A fact that can be attributed not 

only to sheer size, but to the thoughtful inclusion of two phone lines and a 

computer port. All of which is designed to make your stay at Park Hyatt 


an enormous success. For reservations, call your nearest Hyatt Hotel. PARK HYATT 


Where the exceptional is the rule: 


HYATT CARLTON TOWER LONDON THE HYATT HOTEL CANBERRA PARK HYATT WASHINGTON, D € PARK HYATT CHICAGO PARK HYATT SAN FRANCISCO 
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Park Hyatt encompasses hotels managed or operated by two separate companies — Hyatt Hotels Corp. and Hyatt International Corp, (€). 1988 Hyatt Corp 
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ists want the emperor named head of state, 
rather than merely the "symbol" of the 
state. They also want Article 9, under which 
Japan renounces war, to be rewritten to give 
the country the explicit right to maintain 
military forces and deploy them overseas for 
its own defence. Some nationalists want to 
go further and rejoin state and religion, 
which were separated by the Americans af- 
ter the war; and to allow Japan to arm itself 
with nuclear weapons. 

A revision of Article 9 would alarm Ja- 
pan's neighbours, but it would not necessar- 
ily mean any change in the basics of Japa- 
nese defence— meaning Japan's relations 
with America. The growing economic, mili- 
tary and political ties between the two coun- 
tries are unlikely to be loosened; and it is 
worth remembering that Mr Nakasone, al- 
though a strong advocate of a revised con- 
stitution, was also unequalled in his exer- 
tions on behalf of the defence interests 

apan shares with the United States. But the 

evisionists want Japan to be free to assert 
itself should it one day find itself isolated in 
the world. 

The course of the constitutional debate 
after Emperor Hirohito's death may say a 
good deal about how Japan sees its future 
place in the world. Characteristically, the 
debate will first be argued by proxy: the is- 
sue will be whether the imperial household 
should be moved from Tokyo to Kyoto, re- 
versing the migration that took place when 
the Meiji era, and Japan’s modernisation, 
started in 1868. 

The revisionists favour a move to Kyoto 
because it would give the new emperor an 
unmistakably traditional and religious aura; 
he may not be the god he once was, but he 
would still be a holy man something like Ti- 
bet’s Dalai Lama. That, the nationalists be- 
lieve, would strengthen the Japaneseness of 
the country’s culture. More than almost 
anywhere else, culture, nation and state are 
iard to disentangle in Japan. 





Teach me to fight 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


UEM up to bathe in the pleasant spa 
town of Ranong, in southern Thailand, 
and you are likely to find the conversation 
turning to Burma, a few miles away. Around 
100 Burmese students are living in a hut in a 
rain-sodden field near the town, where they 
are guarded by Thai soldiers. The students 
have come to Thailand in search of weapons 
and military training: they want to fight Bur- 
ma's military government. 

Most of them are from Rangoon Uni- 
versity. They are part of a group of around 
1,000 who are heading for other parts of 
Thailand with the same purpose in mind. 
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Some have turned up at Mae Sot, north of 
Ranong, near the headquarters of the Karen 
rebels who have been fighting Burmese gov- 
ernments for decades. Some 300 students 
are negotiating with the Karen rebels for 
military training. Others have shown up at 
Three Pagodas Pass, home of another rebel- 
lious Burmese minority group, the Mons. 
The students want Burma to be a par- 
liamentary democracy. They say the coun- 
tries they admire are the United States, Brit- 
ain, West Germany and Japan. Visiting 
American congressmen who speak up for 
the democratic movement in Burma are flat- 





The Karens won't help 


d 


tered that yet another third-world guerrilla 
group has gone against the fashion of the 
past and declared itself pro-American. 

The students talk of their craving for 
weapons. The jinglee (a dart made from a 
bicycle spoke), they point out, is ineffective 
against the army's guns. Some students in 
Rangoon got hold of a grenade-launcher, 
others raided a police station and captured 
machineguns and grenades. They want 
more. The Burmese are optimistic that, with 
the help of international organisations, they 
can get the money they need to buy guns. 

One such organisation is the Commit- 
tee for the Restoration of Democracy in 
Burma, which was formed in 1980 and oper- 
ates in seven countries. [ts chairman, Mr 
Tin Maung Win, was a rebellious student 26 
years ago, when he was imprisoned by Gen- 
eral Ne Win. He was recently the 50-year-old 
manager of an all-you-can-eat seafood res- 
taurant near Washington, Dc. Now he has 
left and bought a one-way ticket to Burma. 

The students' hopes are probably mis- 
placed. In the past, anti-government Bur- 
mans have failed to come to terms with the 
ethnic minorities: most of the racially differ- 
ent rebel tribesmen, who have formed alli- 
ances with Burma's communist guerrillas, 
waste no love on western democracies. The 


seasoned tribesmen, some of whom have 
been fighting Burmese governments since 
the British left in 1948, killed another 49 
government soldiers this week, according to 
Burma's state radio; they will have little time 
for apprentice guerrillas. 

Money from the democracies the stu- 
dents admire will also be slow in coming, 
Most foreign governments want to give Bur- 
ma's new leader, General Saw Maung, a 
chance to fulfil his promise of a free election. 
The Burmese opposition’s leaders are suspi- 
cious of this promise. They have registered 
for the election, but on September 28th said 
they would take part only if they were satis- 
fied it would be fair. They demanded an end 
to arrests and curfews, and said public meet- 
ings should be permitted. If all this hap- 
pened, the would-be guerrillas might go 
back where they belong: to their books. 





Philippines 


The perils of 
posturing 


FROM OUR PHILIPPINES CORRESPONDENT 


N ASIA nobody likes to lose face—which 
is why the Philippine foreign minister, 
Mr Raul Manglapus, now finds himself in a 
tricky position. For the past six months 
America and the Philippines have been hag- 
gling over how much money the United 
States should pay for its military bases in the 
Philippines. The existing rent agreement ex- 
pires in October 1989. Mr Manglapus has 
said, all too publicly and often, that $1.2 bil- 
lion a year is about right. America, commit- 
ted under the present agreement to pay only 
$180m a year, is willing to go no higher than 
$560m (and that reached by some imagina- 
tive accounting). The Philippines, with its 
30-40% under-employment rate and $28 bil- 
lion foreign debt, desperately needs the 
cash; but how can Mr Manglapus accept the 
American figure without being humiliated? 

The answer will be to cook up an 
arithmetic fudge. Mr Manglapus is keen on 
a debt-relief scheme already tried—with 
great unsuccess—by Mexico. The idea is 
that the Philippines would use $174m of the 
money on offer from America to buy zero- 
coupon American Treasury bonds which 
will be worth around $800m when they ma- 
ture in 20 years. These bonds would secure 
the principal on promissory notes issued by 
the Philippine government. The Philippines 
would auction its notes to creditor banks in 
exchange for a write-down of its debt. 

The banks would go along, so the the- 
ory runs, because the Treasury bond-backed 
notes would be both secure and market- 
able—neither of which can be said for the 
banks’ loans to the Philippines. And the 
Philippines would get an immediate reduc- 
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n its. foreign  debt—in. fact, by. jus 
igh to bridge the gap between the 
60m already on offer from America and 
$1.2 billion insisted on by Mr 
iglapus. Hey presto, the Americans have 
actually put more money on the table, 
Mr Manglapus's face is saved. 
All this may turn out to be too clever by 
alf: why will the Philippines’ creditors 
ad where Mexico's would not? It may also 
be too late. The Americans are already exas- 
perated by Philippine “ingratitude”. After 
ll, in contrast to the pledged $180m a year, 
otal American assistance to the Philippines 
has been running at more than $400m a 
rear, nearly $300m of it for use of the bases. 
The Americans are also angered by stories 
_of corruption in Mrs Aquino’s government. 
Jnless a figure is agreed on in the next 
onth, the Philippine request can be ex- 
pected to meet stiff opposition in the Ameri- 
n budget-making process: there are other 
serving foreigners to worry about, not to 
2n domestic lobbies and the still- large 
Cit. 
. If a deal falls through, Diao Mr 
anglapus, whose tactics have driven even 
e normally equable Mr George Shultz, the 
merican secretary of state, to distraction. 
ever a fan of the bases, Mr Manglapus has 
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: thing (the Manila press once talked of 
tracting $20 billion in rent) to keep the 
lark Field air base and Subic Bay naval 


The bases matter for the defence of both 
€ Pacific and the Indian Oceans; but Mr 
nglapus has been so grudging a negoti- 
"that the Americans have become im- 
ssed by their own contingency plans. 
e estimate is that a move to alternatives 
ch as Guam and.the other Marianas 
ould cost no more than $4 billion-6 bil- 

n—low enough to call Mr Manglapus's 





si  Petfaps this is why the foreign minister 
this week sounded both more conciliatory 
and more optimistic. The betting is that a 
deal will eventually be struck. It will then be 
presented to Filipinos as a hard-won victory 
| over the old colonial power. Nothing wrong 
_ with such face-saving—but it will have been 
.à time-consuming way to get to a à desirable 


Maldives 
A sinking feeling 


FROM OUR SPECIAL CORRESPONDENT IN MALE 





“HE Maldives is a country of more than a 
; thousand coral islands, many of which 
are in danger of disappearing under the In- 
dian Ocean. The prospect of eventually hav- 
ing no country to govern gave a melancholy 
aspect to the victory of President Maumoon 
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Abdul Gayoom on September 26th, even 
though 9696 of the voters cast their ballots 
in favour of his unopposed re-election. 
The islands are on average only a yard 
and a half above sea-level. Three tidal waves 
in the past 18 months have forced many is- 
landers to move their homes. One island 
was split into two. If the earth continues to 
get warmer, as some scientists predict, all the 
islands will be threatened. Heated water ex- 
pands; and even more water will flow into 
the oceans if the Antarctic ice starts to melt. 
Even a rise in the sea level of a foot or two 
over. the next 30 years, which is possible, 









| MADE specks of 1 are datei 
threatened, but few countries are as totally 
vulnerable as the Maldives. 

The rise in. temperature is blamed by 
some on the "greenhouse effect": extra heat 
retained in the atmosphere because of pollu- 
tion. President Gayoom told the United Na- 
tions last vear, "The environmental change 
caused by industrial progress in the devel- 
oped world may slowly drown this unique 
paradise in its entirety." 

Until now, the developed world has 
been more of a saviour than an executioner. 
Westerners coming to the Maldives to soak 
up the sun in luxury resorts have helped to 
make the country prosperous. Since Mr 
Gayoom came to power in 1978, the tourist 
population has risen from 30,000 to 130,000 
visitors a year. Much of the money flowing 
to the government from this has been spent 
sensibly on health care and education. Lif 
expectancy has risen steeply since 1978 
from 46 to 60; and more than 9096 of the — 
177,000 Maldivians are now literate. 

They have also adopted the civilised 
habit of frequent baths. This has led to a 
shortage of fresh water. Mr Gayoom tells his 
people that Allah will not provide infinite 
amounts of water: they have to conserve it. 
Still, in Male, the capital; most people hap- 
pily take two or three baths a day. If this goes 
on they will die of thing not drowning. 





Al ahanistán 


It would baffle Rambo 


FROM OUR SPECIAL CORRESPONDENT IN KABUL 


OR an hour or two each week Ameri- 
cans and their friends in Kabul are able 
to escape the realities of the war by watching 
a film at the American embassy. Last week 
the film was "Rambo III", which is set in Af- 
ghanistan. It turned out to be even more es- 
capist than intended. Rambo’s anti-Russian 
heroics now look out of date as well as larger 
than life. Today’s realities are the departure 
of the Russians (Rambo fans themselves, 
judging by the inquiries of Russian journal- 
ists eager to get a video of the film) and a 
feeling among some resistance fighters that 
peace in their valleys matters more than 
squeezing local communists to the final pip. 
Afghanistan has always been a collec- 
tion of fiefs rather than a unified country. 
The single-mindedness fostered by the Rus- 
sian occupation is less evident now that half 
the 115,000 or so Soviet soldiers have left, 


with the rest due to go by February 15th. A 
string of deals between resistance leaders 


and the Russians suggests that old interests 
are resurfacing. 
~The most influential malier: at de is 


Mr Ahmad Shah Massoud, ES on of the 





Panjshir" and chief warlord in the north- 
east. The Panjshir is a valley that opens out 
on to the Salang highway, the main road to 
the Soviet Union, along which most of th: 
Russian soldiers are withdrawing (see map, 
next page). Most of Afghanistan's imports, 
including the Russian fuel vital to Kabul, 
also enter the country along this road. 
Although no public announcement has 
been made about a Panjshir deal, a two-day 
trip to the Salang pass, with a Russian mili- 
tary convoy, convinced your correspondent 
not only that this pact exists but that similar 
deals govern much of the highway. Soldiers 
guarding the route said that in recent 
months there had been. a sudden drop in 
guerrilla attacks in areas controlled by Mr - 
Massoud. An attack on.a fuel convoy two 


weeks earlier was blamed on guerrillas loyal 


to Mr Massoud’s rival, Mr Gulbuddin 
Heckmatyar. 

For all this, Mr TAANE remains a ii: 
midable fighter with a record of capturing 
well-defended positions. In August he 


joined forces with Mr Heckmatyar for the 


first time in a successful assault on Kunduz, 








computers, and to the School's library — which is one of the 
UK's biggest subscribers to on-line databases. 

à& — Yet surrounded as we are by the latest technology, we 
are also surrounded by one of London's most beautiful parks, 
close to thé West End and all it has to offer. 


Has your once exciting career path turned into a well- 
trodden rut? Although you've achieved success, does it fail to ` 
compensate for the drive you still feel? 
If so, a detour via the London Sloan Programme at London 
Business School could prove more than just an interesting diversion. 
In fact, it could lead to a complete change of direction. 


A move in the right direction. - 


Of course, your needs may not be quite so dramatic. 


You may be a specialist wanting to broaden your management = The next London Sloan Prój nme runs from September 
capabilities. 25th 1989. i: 


























You may wish to assume more responsibility, but: are wiser Whether you are a Personnel Mandy responsible for 

than simply to assume you are prepared forit. . executive development, Or an executive acti dependently, you are 
The 9 month London Sloan Programme can help to broaden sure to want more information. » 

your skills, or to prepare you for more res ponsibility. nt Our Sloan Information Evenings are ot 


In short, it will equip you for a majo 
Ensuring you of a change for the better. 


A unique approach in a unique envi onment. 

The London Sloan Programme is the only one - of its kind in 

Europe 
A S ‘And, together with Stanford and MIT in the USA, London 
Business School is one of only 3 centres in the world offering the 
Programme's unique management philosophy. — . 

The core subjects are the same as those covered by a traditional 
one year MBA. However, the London Sloan Programme offers far 
more scope. 

There is also the opportunity to. discuss wider business issues 
with leading executives at ‘Executives in Action’ seminars, and the 
added stimulation of spending 9 months in the company of 
like-minded people from a wide range of organisations and 

backgrounds. 
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reate an ideal environment. 


An international perspective from | 
an international business school. 


The London Sloan Programme can also boast to offer a truly 
international perspective. Almost 40% of the participants come from 
overseas, some from the established industrial countries of Europe 
and others from the growing nations that will become the industrial 
competition of tomorrow. 

This aspect of the Programme is strengthened still further by 
extensive practical field work in both the UK and the USA. 

But the intellectual and international environment is not the 
only attraction of the London Sloan Programme at London Business 
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Set in the park, we're ahead of the field. Regent's Park, London NW1 4SA, U.K., Tel: 01-262 5050 
| (3.772 : , : 

Our links with the City of London — one of the world’s Fax: 01-724 7875 Telex: ZM61 LBS KOXG. 
leading financial centres — give us an unparalleled expertise in the Name: RON US 
areas of finance and investment. Job title: 

Our resources are counted among the world's best, and we Company: 
offer one of the largest business research facilities in Europe. Address: 

We have a Centre for Economic Forecasting which is | Tel: 
internationally acclaimed. Please send me details of: E London Sloan Programme . 


And our facilities are every bitas modern as our thinking. 


Every patticipant has access to micro and mainframe (Pleasetick appropriate box.) | All Executive Programmes(] 



















although they retreated OWD | 
days later. In a siege of Kabul his h i 
Id be decisive. Yet as a member of Af- 









unlikely ever to hold sway in the capital, a 
bastion of the Pathans. 

.So, after his decade-long fight 
ainst communism, he may wash his 
hands of national politics in return 
for control of his own territory. He is 
forging ahead with reconstruction in 
the Panjshir valley, to which refugees, 
mainly from Kabul, are moving in 
large numbers. Mr Massoud is said to 
be ready to accept international aid 
channelled through the Afghan gov- 
_ ernment; a United Nations official in 
- Kabul has been assured that the gov- 
ernment would co-operate. 

=> Another regional leader, Mr Is 
mail Khan, the chief commander in 
the north-west, has agreed not to at- 
ick Russian soldiers, but continues 
» fight the Afghan government's 
rmy. The city of Ghazni, near Paki- 
an, seems to have arranged a truce: . 
»e government controls it but guer- 
llas supposedly besieging it enter un- 
indered. The town of Kaldar, close 
» the Soviet border, has done the opposite: 
s Turkoman minority reportedly fought off 
aerrillas hoping to use it as a base for at- 
cks on Soviet territory, but then closed 
he door to Afghan government soldiers. — 
-. How important are such arrangements? | 
he communists tried to haul Afghan peas-.. 


ndermining the mullahs’ influence. These 
olicies, which affected the most sensitive. 
ts of villagers’ lives, were clumsily carried 
ut. Islam provided a rallying cry against the 
xtruders, but the real issue was local auton- 
y. That is why no unified opposition —let 
lone an Afghan Khomeini—has emerged 
espite deep hostility both to the Soviet in- 
vaders and to communism in general. | 

© Many guerrillas believe they are winning 
the civil war as well as the one against the 
~ Russians. They can move more freely about 
- the country, mow by truck rather rd mule. 
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ghanistan's Tadzhik minority Mr Massoud» uk 


nts into the modern age by redistributing ^ 
nd, educating boys and girls together, and ` 
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| four-ounce jar. Now the soldiers are leav- 
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not much interest in what goes on in the 

capital. If Kabul holds out until next spring, 
refugees trekking home from Pakistan and 
Iran may be distracted from. the war by the 
planting: season. If the Afghan communists 
can last a few months longer they may have 


| some faint hope of striking a deal. Unthink- 
-able a short. time ago, it would be a typically 
d Afghare outcome. 


FROM’ QUR SPECIAL _ CORRESPONDENT IN KABUL 


"HE residents of Kabul have one rea- 

son to regret the Russian pull-out: 

| the price of caviar is going up. Soviet 
troops who lay their hands on the stuff 
sell it in the bazaar. Last year western 
diplomats snapped it up there for $3 per 


ing, and taking their caviar with them. 
Today the bazaar price is $10 a jar-—the 
consolation being that this is still a frac- 
tion of what you would pay in Moscow. 
The pain may spread. The free-mar- 
ket rouble, shopkeepers complain, has 
appreciated rapidly since the Russian 
withdrawal began in May. The Russians 
spend their pay cheques, tópped up with 
caviar revenue, on cassette-recorders and 
other consumer goods they never see at 
home. According to the not-very-believ- 
able official figures, Afghanistan had a 
GDP last year of some $700m—but im- 
ported $200m-worth of goods from Ja- 
pan. Russians. bought i the most avidi y, 
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= tacks hat oa x ir at ue city 
. since the guerrillas moved closer to it 

in the early summer. A rocket that 
landed in central Kabul on Septem- 
ber 28th killed 35 people. But, ill- 
equipped for conventional warfare, 
the guerrillas will have difficulty tak- 
ing the capital in an assault. It may be 
more vulnerable to a psychological 
collapse, set off by the capture of an- 
other major city such as Kandahar or 
Jalalabad. The guerrillas may try to 
achieve the same result by blocking 
the Salang and Jalalabad roads, and 
so cutting off food and fuel supplies: 
prices are already rising as Kabulis 
stock up in anticipation. 

The Russians hope rivalrk 
among the guerrillas will prevent suc.. 
.an embarrassment. If they prove 
wrong, they reckon Afghanistan’s 
economic self-interest will anyway 
keep it a good neighbour. After three 
decades of Russian aid, the Afghan 


economy fits in well with that Jt Soviet Cen- 


tral Asia. As a Soviet analyst in Kabul put it, 
“Who else would sell them petrol, who else 
would buy their natural gas?” Few have 
done more than Mr Abdul Haq, the chief 
guerrilla commander in the Kabul area, to 
get the Russians out—and yet on this he 
agrees with the enemy. Rambo would not 
understand it at all. 
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but many locals have money to spend 
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| 

| 

i 

| 

| 
too. Money-changers keep bank ac- | 
counts in London and New York, and | 
give a higher rate for cheques than cash. | 
Afghans off to study in Moscow resell | 
consumer goods there to pay their Way; | 
chat trade should survive the war's end. | 
Westerners are more interested in | 
buying Afghan rugs. Even now, with | 
sandbags going up around embassies and | 
shrapnel displays in their foyers, the rug | 
market provides a topic of conversation | 
second only to. how: you tell i incoming fire 
from outgoing. | 
i 





briefly 


BLOOMINGTON, ILLINOIS 


“It’s time they stopped talking 
about each other and said some- 
thing about the issues,” said a 
Reagan Democrat on the banks 

Ww ofthe Ohio in Owensboro, Ken- 
tucky, before listening to the vice-president 
give his most rousing speech since the cón- 
vention. The voters say it, the pundits say it, 
even the candidates deplore the low blows 
that have characterised the campaign so far. 
For a moment this week, they showed signs 
of listening to themselves. Not for long. 





After the first television debate, at 
Wake Forest University in North Carolina - 
paign took a turn... 


last Sunday night, the cam 
for the better. Neither side produced a line 
as memorable as Mr Walter Mondale's 
"Where's the beef?" or Mr Ronald Reagan's 
"Ihere you go again". The debate was 
marked, rather, by technical refererices, as 


Mr George Bush spoke of Minuteman-3- | 


penetration systems and the GCC countries; 
and by flights of fancy, as Mr Michael Duka- 
kis resorted to anecdotes about an 11-year- 


old whose uninsured, unemployed father. 


said baseball) for fear he gets hurt. » 

The debate had no clear winner. Voters 
seemed to agree with commentators that Mr 
Dukakis generally won the arguments. But 
Mr Bush's supporters were relieved that 
their man survived the evening without a se- 
rious blunder. In Mr Bush's own words 
aboard his campaign aircraft, "The worry 
factor subsided and was replaced by the re- 
lief factor." Mr Bush's men were’ also 
cheered by polls showing that people found 
him more likeable and human. When asked 
to defend himself against the charge of tech- 
nocratic lack of passion, Mr Dukakis's pas- 
sionless waffle spoke volumes. 

Given Mr Bush's lead in the polls before 
the debate (see page 35), the draw must be to 
his advantage. His aides said they were 
pleased that Mr Dukakis had failed to dispel 
the impression that he is a "big-government 
liberal" who sees the answer to social prob- 
lems purely in terms of more programmes. ~ 

He need not have left that impression. 
In the new stump speech that Mr Dukakis 
gave for the first time in Cleveland the day 
after the debate, he had a good answer to 
-the charge of big-government liberalism. At- 
tached to each of his promises—universal 


dares not let him play football (Mr Dukakis 





























































An airing for the issues, 


health insurance, college education for all, a 
“real” war against drugs and crime-—was a 
challenge to his listeners: to try to stay fit, to 
last the course at school, to educate even the 
youngest children about drugs and honesty, 
and so on. He vowed to ask Americans to 
“accept the obligations as well as the privi- 
leges that accompany citizenship in the 
greatest nation on earth." It was a Kennedy- 
esque touch. Indeed, the Kennedy parallels 
were deliberate: John Kennedy too went 
straight to Cleveland after his famous first 


debate with Richard Nixon in 1960. 


Mr Bush has not changed his speech 
much. But he has announced a “taxpayer's 
bill of rights"; intended to undermine Mr 
Dukakis's scheme to gain more revenues by 
stricter tax collection. And he has dropped 
his more egregious hints at his opponent's 





lack of patriotism, sensing that these are be- 


ginning to backfire. He lets his audiences re- 
cite the pledge of allegiance before he enters 
the hall, he cuts out some mentions of the 
American Civil Liberties Union and he 


‘points of light" baffled many in his au 


savings: tax relief on the interest from 


leaves out the latest flag-production figures 

Patriotism may be waning as an issue 
Ideology is not. Mr Bush's frequent refer 
ences during the debate to "a thousa 


ence, but they go to the heart of the only. 
difference between the two candidates tha 
neither fears is a vote-loser: whether govern 
ment knows best. By a thousand points 
light, Mr Bush means lots of volunteers step- 
ping in to help the needy where government. 
would create an inefficient bureaucracy. 

Mr Dukakis believes to his core inso 
tion by government. He is no socialist, b 
he believes that government can force t 
hand of private companies. His health-ca 
plan, for example, which he has repeat 
with pride all week, would make all empk 
ers insure their employees (thus addin 
their costs, thus pushing up prices and t 
in effect taxing consumers). That is how 
state plan works in Massachusetts. 1 
anathema to Mr Bush, who has no spe 
proposal for the 37m Americans with no 
sic health insurance except to allow 
"to. buy into Medicaid", the federal | 
programme for the poor. 

Yet Mr Bush recognises the need to 
the needy: to be gentler, as he puts i 
preferred method is through the tax 
This week he described a way to encoui 
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ng ia that $50,00 000 Oa ‘year om | 
to $1,000 a year to an ISA for five years he 
ald T be taxed on its interest. It would 
t only $1.6 billion in lost revenue over 
< years. Awkwardly, the réward would 
» be modest: a mere $20 per person per 


"says Mr Dukakis. - 

"The plan fits the pattern Mr Bush due 
established of promising tiny tax credits— 
for college tuition, energy saving, child 
care—to establish his gentler opomin All 


0 to cut the capital-gains rate, 
which ME akis calls, with hyperbole, a 
$40 billion give-away to the richest 1% of 
the population. 

Both candidates bounced o out of the de- 


ee 
enuiar or a choir; (Demo- 
crats), short-skirted ia and lots 
of local dignitaries. Carefully timed to ap- 
pear on the local evening news. 

Reagan Democrat. The electoral equiva- 
lent of a truffle: highly prized and so to be 


Glossary of the grass roots | 


i “LEXINGTON, KENTUCKY 









































The presidential campaign is 
fought and won on television: 
in the debates, in commercials 
and in the news coverage the 


ies i MA try SE to 
ympathetic voters in swing precincts 
nd then extract them from their homes 
n the only day that counts. A guide to 
the activists’ terms and practices: 
Apathy. Something to be fought in the 
districts where your party usually wins, 
and left undisturbed in other districts. 
Button. Badge pinned to lapel proclaim- 
< ing your allegiance. Big ones featuring col- 
.. our photographs are much in evidence 
| this year. Sarcastic ones include: 
~ “Don’tkakis” (for Republicans), “Presi- 
dent Quayle” (for Democrats), or “Bush 
in 88, Cuomo in 92” (for New Yorkers). 


Discreet lapel pins are more chic. 





nto the campaign in a state; . 

Get out the vote. An activity on which 
national and state parties are allowed to 
| neat money without coe laws de- 









| * candidates attract. But that is- 


Co-chair. Gender-free name given to a. 
powerful supporter of an erstwhile rivalin ` 
‘he primaries in order to lure him or her E 


ig given one for several week 





dates to thé $46m, that ae receives from 
the government. “Get out the vote" can 
cover anything from voter registration to 
bumper stickers, but. excludes. ‘the main 
expenses of the nation ign (televi- 
sion advertising, salaries e 









nent. e to ! you. an! mparati 
vertising is what : 
opponent.) T | 
Phone bank. A row of. Volunteer. stu- 
dents telephoning through lists: of people 
who once voted for the party in the hope 
of persuading them to do so again. © 
Photo opportunity. The candidate try- 
ing to show himself to be:something he's 
not (tough, personable, unptetentious) by 
doing something idiotic (driving a tank, 
starting a stock-car. race) in front of the 
cameras. ^. 

Press conference. An. extinct species in 
presidential campaigns since Mr Reagan 


discovered that he did far better when he. 


| avoided them. Both of this year's candi- 








ave followed suit. 





Rally. Both candidates 
ina city ai e a 








ee. aie OPES e. nosed out if possible, a voter who consid- 
enai Ap at hy wi ng pr recin e 4 ers himself a Democrat but who voted last 
a Bunipe er ye i cker S ound 9^ time for Mr Reagan. He is thought to be 


either young, blue-collar and Catholic, or 
rednecked ‘and southern. He is also 
thought.to hold the outcome in his palm 
Rubber chicken. The commodity con- 
sumed repeatedly and in huge quantities 


by all political candidates at campaign _ 


dinners, and a term for the fund-raising 
circuit on which all must travel. 


Sound bite. The one sentence in the can- 


didate's speech of the day that the televi- 
sion networks use that evening. 

Spin control. Efforts by the candidate's 
aides after a debate to persuade the press 
that a loss was a draw, a draw a triumph. 
Surrogate. Bigwig sent by the campaign 
to the county fair or business round-table 


instead of the candidate. Usually a well 


known member of Congress, preferably a 
former presidential candidate, but occa- 
sionally a member of the candidate's fam- 
ily (Mr Bush has a wife, four sons and a 
daughter; Mr Dukakis a wife—in Alaska 
this week—a son, a mother and an Oscar- 
winning cousin). 

Swing precinct. An area full of Reagan 
Democrats. 

The next president. of the United 
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States. Mandatory description of the cane . 


didate on any public occasion. 
Undecided. Name given to voters wear- 
ing T-shirts with such messages as: "He's 
tanned, rested and ready: Nixon in 88". 
Values. A word to be over-used relent- 
lessly. Code for impugning your oppo- 
nent's patriotism, devotion to family, etc. 
See negative campaigning. 

Victory '88. Term both parties use to de- 
scribe the state organisations formed 
when the candidate's campaign merges 
with the local party structure. 
Whistle-stop. Any photo-opportunity 
involving a train. 


World Series Window Theory. . The - 


hypothesis that Reagan Democrats do not 
make up their minds until baseball’s 
world series is over (sometime in Octo- 
ber), perhaps because they cannot think 
of two things at once. This leaves the cam- 
paigns a brief ‘window of opportunity". 





















> bate in good spirits and headed for the in- 

dustrial Midwest. There Mr Bush stressed 
his affinity with the “heartland”, Mr Duka- 
kis his with the "mainstream". Each hoped 
to capitalise on the debate's publicity to win 
support in the two big prizes of the region, 
Ohio and Illinois. Ohio, acording to the lat- 


est polls, is slightly more likely to favour Mr 


Bush. In Illinois the candidates look tied. 
Curiously, they chose to spend most of their 
time in areas that already favour them. Mr 
Dukakis went to solidly Democratic Cleve- 
land and Chicago. Mr Bush went to Repub- 
lican Columbus and Bloomington. Each 
reasoned that he does better by increasing 
the turnout among the faithful than by risk- 
ing any disturbance of the apathy on his op- 
ponent's turf. 

Both candidates spent some time mop- 
ping up damage. Mr Bush, who admitted 
during the debate that he had "not sorted 
out the penalties" that he would like for 
abortion, quickly made up his mind that 
night. Mr Jim Baker, the campaign chair- 
man, said his boss had thought about it and 


decided he did not favour prison for women - 


who have abortions. And Mr Dukakis, who 
failed to distance himself from the ACLU’s 
more tendentious positions during the de- 
bate, felt he had to do so the next day (see 
page 36). 

Probably the trickiest issue for Mr Du- 
kakis in the Midwest is crime. Mr Bush is 
making hay with the story of Willie Horton, 
a murderer released on weekend leave from 





Opinion polis 


Mary, Mary 


& HO won?" asked the pollsters 

within moments of the end of the 
first televised debate between Mr George 
Bush and Mr Michael Dukakis on Septem- 
ber 25th. "Mr Bushakis," was the clear an- 
swer of sample voters across the country. 
Not for the first time in this year's presiden- 
tial campaign, America's polls are being 


: "m Times 





Sources; New York Times: Harris Poll: Gallup Organisation 
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a Massachusetts prison before he was eligi- 


ble for parole. Horton went to Maryland, 
where-he raped a woman and terrorised her 
family. 

The Horton case now features in Bush 
television commercials, which also stress Mr 
Bush's support for and Mr Dukakis's oppo- 
sition to the death penalty. And people in 
rural Kentucky are so worried about Mr Du- 
kakis's plans for gun control that the Demo- 
cratic party there has taken out newspaper 
advertisements to try to reassure them. In 
vain does Mr Dukakis protest that the crime 
rate has fallen in Massachusetts during his 
term of office and that the federal furlough 
programme is as liberal as the now defunct 
one that let Horton out (it is not). 

The Midwest, like the whole country, 
contains a group of people with a voting 
power that belies its numbers: old people. 
Stopping in Peoria, the quintessential mid- 
dle-American small city, Mr Dukakis re- 
turned to the wound he thought he had 
opened in the debate: the charge, which Mr 
Bush failed to answer, that Mr Bush would 
have to cut federal pensions (social security) 
to balance the budget. As evidence he cited 
the tie-breaking vote Mr Bush cast as Senate 
president in 1985 on a measure that would 
have cut cost-of-living allowances for pen- 
sioners. Mr Bush replies that this is just 
scare tactics, just as Mr Dukakis denies his 
opponent’s frequent claim that a Demo- 
cratic president would promptly raise taxes. 
So it is back to the slanging match, after all. 


———— RR 


contrary. The voters think Mr Dukakis 
won, Mr Bush prevailed and it was a tie. 
The poll conducted by ABC News, for. 
example, gave victory to Mr Dukakis. He 
won by 4496 to 3696, the pollsters said, with 
20% saying the debate was drawn. Over at 
CBS News, the story was different. Mr Bush 
won there. Some 4296 of those polled said 





the vice-president came out on top, w 
3996 went for Mr Dukakis. 

Elsewhere the story was much the sa 
Newsweek, which held up its deadlin 
cover the debate, said its poll (conduct 
Gallup) gave Mr Dukakis a slight edge: 42 
to 41%. A Detroit News poll in Michig 
gave Mr Bush 3896 and Mr Dukakis 33% 
The Los Angeles Times’s poll gave Mr. D 
kakis 3596 and Mr Bush 3496, with 2996 s: 
ing it was a draw. USA Today, which ask 
sample voters to rate the candidates rai 
than asking who won, declared a dead hea 
4.7 each on a seven-point scale. : 

These are the kinds of results that poll: 
have been offering for much of the presiden 
tial campaign. In early August, for exam 
before the Republican convention and 
Bush's revival, national polls were shoy 
Mr Dukakis leading the race, but with 
thing from 55% to 42% of the vote. T 
lated into real votes, that would have. 
Mr Dukakis either burying Mr Bush 
landslide or winnng the slimmest of 
tories. (Mr Bush's support in the 
ranged from a high of 49%, which c 
have won him the race in the Electoral 
lege, to a low of 33%, which would 
been more humbling than the defeat 
fered by Mr Barry Goldwater, Mr G 
McGovern or Mr Walter Mondale.) = 

A more recent Gallup poll gave. 
Bush a 49-41% lead over Mr Dukakis, 

a Los Angeles Times poll taken during 
same three days (September 9th-11th) hz 
both men tied with 4796 of the vote e 
Even polls conducted by the sam 
organisation have sometimes shown. 
swings within a fairly short time. An 
News poll taken on August 10th and 1 
put Mr Bush in the lead by 49% to 4 
Three days later the poll indicated that 
Dukakis had the support of 5596 of th 
polled, while Mr Bush had only. 
"We're not sure what the heck is going o 
said ABC's newscaster, Mr Peter Jennings 

What the polls have actually been say 
is fairly obvious: many Americans are und 
cided and the race is close. The polls 
different results because many voters has 
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t yet formed firm allegiances and have 


“a changing their minds. Further, polls 
are not terribly good at measuring small dif- 
a nces between two candidates running 
" ‘ck and neck. By contrast, when a race is 
not close, variations in polls do not confuse 
pe people so much. Mr William Schneider, 
who studies polling at the American Enter- 
> Institute, says that of the 102 polls he 
qiiem the 1984 presidential campaign 
Pr. esident Reagan came out on top in 101. 
.. This year’s polls are not, say the pun- 
dits ;, contradictory. They can be seen as such 
ey are looked at individually. Taken as a 
whole, though, they provide a clear indica- 
tion of the voters’ mood at a given moment; 
they are more like a group photograph than 
the E hot to which they are often com- 
ared. Before and just after the Democratic 
€c B ion Mr Dukakis was clearly ahead. 
After the Republican convention, Mr Bush 
‘surged into the lead. Now, Mr Bush's lead 
has narrowed. And the first debate was a 
draw. 
— The reason that polls are not accurate 
on their own is a matter of sampling. Poll- 
do not consult many people. The 
vil : y swinging ABC polls of August, for ex- 
mpk, were based on the responses of 
aro d 380 people, although many polls use 
i big 'g samples. The result is that polls have 
arg e margins of error, as much as plus or 
minus 5%, Many of the polls that have given 
r Bush or Mr Dukakis slim leads, there- 
fore, should properly be viewed as ties. 
Similarly, pollsters find it hard to screen 
» eir sample. Some people they ask do not 
know which way they will vote but will say 
Bithine to get the pollster off their back. 
Ox rs who have no intention of voting will 
give e their opinion regardless. Most polls are 
con ducted by telephone and can provide a 
dis 'orted picture by over-representing those 
pe e m likely to answer the call (in the past, 
1 polls under-represented those with no 
elephones—this was the shortcoming of 
th poll that predicted that Alf Landon 
would beat Franklin Roosevelt in 1936). 
Nonetheless, egregiously misleading 
- polls are rare. The right-hand chart on page 
3: 5 shows the final, pre-election polls con- 
ducted by Gallup and Harris in presidential 
ek ctions since 1960 and the actual results. 
n only one instance was a pollster seriously 
em barrassed: the Harris poll in 1968 sug- 
gested that Hubert Humphrey would beat 
Richard Nixon. 
— Political polling is a growth industry, 
with a turnover of some $18m a year. The 
American Enterprise Institute has been 
tracking more than 70 national polls since 
J une. Miss Karlyn Keene, of the institute’s 
blic Opinion, estimates that about 150 
p polls are now being conducted in the presi- 
dential and Senate races. A decade ago there 
were fewer than ten. For accuracy 's sake, the 
more the merrier. 
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ACLU 


Carrying the Bard 


WASHINGTON, DC 


CCUSTOMED though it is to defend- 
ing unpopular causes, this is the first 
time in the American Civil Liberties 
Union’s life that it has felt compelled to 
launch a television campaign to defend it- 
self. "We've heard a lot of talk about the 
pledge of allegiance lately," says Mr Burt 
Lancaster in a television commercial paid 
for by the ACLU’s chapter in Los Angeles. 
"Well, there is one group that has been 
working for 68 years to promote the ideal of 
democracy contained in that pledge." Fight- 
ing words from an organisation whose mem- 
bers—there are 250,000 of them across the 
country—are being treated in this presiden- 
tial campaign like political pariahs. 

Mr George Bush has gone on and on 
about Mr Michael Dukakis's casual descrip- 
tion of himself as a “card-carrying member 
of the ACLU”. The repetition is presumably 
supposed to inspire association with card- 
carrying communists. Mr Dukakis, while 
not tearing up his card, has found it politic 
to distance himself a little. After Mr Bush's 
offensive in the presidential debate last Sun- 
day, the Dukakis campaign hastened to 
point out that the governor and the ACLU 
disagreed on many things, including the dis- 
tribution of child pornography (the 
organisation is against all censorship) and 
the tax-exempt status of churches (which it 
regards as an infringement of the separation 
of church and state). And, a minor triumph, 
the campaign discovered that the ACLU had 
joined in a court suit against the state of 
Massachusetts when Mr Dukakis intro- 
duced random checks to catch drunk driv- 
ers (unauthorised search, said the ACLU) 


E abr La s se 


and when an decided that, as a general rule, 
foster children should not be placed with 
unmarried or homosexual couples (discrimi- 
nation and an invasion of privacy, it cried). 

Mainstream America would side with 
Mr Dukakis on all that. Yet the ACLU, which 
was founded just after the first world war to 
protect the constitutional rights of the indi- 
vidual, has defended plenty of causes that 
were unpopular at the time but are now ac- 
knowledged to be just. Its main battle scars 
are honourable. It has fought hard for the 
rights of minorities and women. It backed 
John Scopes in his battle to teach evolution. 
It represented Japanese-Americans sent to 
internment camps. It backed the desegrega- 
tion of schools. And it fought for the right 
of all defendants to have a lawyer. 

The ACLU’s right-wing critics say that it 
has been turning leftwards ever since the 
Vietnam war, when it helped young men 
fighting the draft. It is certainly true that the 
ACLU's lawyers and lobbyists spend the bulk 
of their time defending views that most 
Americans probably believe to be either rad- 
ical, liberal, libertarian or daft: the 
decriminalisation of drugs, for instance. 

But the ACLU, insisting that it is non- 
partisan, can point to several of its causes 
that could hardly be considered left-wing. It 
fights for the right of freedom of expression 
for the American Nazi party and the Ku 
Klux Klan. It has ranged itself on the side of 
Lieut-Colonel Oliver North, arguing that he 
cannot now get a fair trial. It is about to file a 
brief on behalf of Mr Lyn Nofziger, a former 
White House aide, saying that he is being 
improperly prosecuted for illegal lobbying. 
The organisation's lobbyists, working in its 
Washington office (its headquarters are in 
New York), have joined conservatives in op- 
posing restrictions on tobacco and alcohol 
advertising. 

The point about the ACLU is that it 
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THERE IS NO WEAPON MORE COSTLY 
THAN ONE NOT READY TO FIGHT. 





is an exceptionally advanced - 


easy, quick and inexpensive to 
keep ready for defensive action. 


Half the maintenance of any 
combat helicoptex. 

Built-in work platforms, steps and 
chest-high avionics bays give easy 
access for all maintenance. On-board 
power systems eliminate the need 


Apache owns the night—for a lot less money than you're led to believe. 
The Apaches flyaway cost is $9.8 million (U.S.). That's the 


* 


average unit cost reported by the U.S. Department of Defense for 
procurement of 675 aircraft through fiscal year 1989. 


The Apache anti-armor helicopter _ 


locates failed parts for rapid repair 
or replacement. The rotor design 
allows replacement of the main 
transmission without removing 
the main rotor or its flight controls. 
Battle-damaged rotor blades can 
be replaced without any tools. 
With nearly 400 aircraft now 
deployed, the Apache's 
maintenance-man-hours-per-flight- 


= 


ASI. 


Collaborative Apache production could bring substantial benefits to any 
parücipating country. À cooperative venture could produce new jobs 


and enhance the development of new technologies. Apache is a 
proven aircraft, available now, with more combat capability Pu 
than any other helicopter. In fact, as today's only anti-armor. 77^ 
helicopter built for around-the-clock operations, Apache has 


no competition — at any cost. 


MCDONNELL DOUGLAS 


for most ground support equipment. hour rate is about twice as good 
. AAnautomatic fault detection system : 
weapon system, yet one remarkably 


PT 
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as the U.S. Army requires. 
A cost-effective response to the threat. 
With day/night sighting systems 
and Hellfire missiles to knock out 
intruding armor, Apacheisready — | - 
to take to the air against numerically | —- 
superior opposition forces. Fast, 
easy, low-cost maintenance will 
keep it in the air, not on the ground. 
Because that's what's costly. 
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sht connections. 


The simplest way to improve business operations is to avoid duplication 
of effort. And the simplest way to do that is to centralise information 
and give your staff immediate access to it. An IBM Dealer can help 
you create a computer network to link all the departments in your 
office. Production gets up-to-the-minute reports on inventory. Finance 
can check incoming sales. And you stay on top of everything. 


Your IBM Dealer has what it takes to get you connected. 


The right training. All our dealers have been through rigorous training 
to make sure they know our equipment from the inside out. And we 
teach them how to teach you. | 


The right service. The kind of service you'd expect from IBM. Every 
IBM Dealer is committed to keeping your equipment in top shape. 
Because we know how important that is to you. | 


The right advice. The number of hardware and software choices is 














buy something 






The right place. Your IBM Dealer is a professional who | ) er 
business solutions. He's got the right products, the right sei 


most important of all, he's got IBM behind him. 


We're in the results business : 
































SURVIVING 25 DAYS BY DRINKING SEA-WATER 


Vital Alsar can survive 


without water, 


but not without his Rolex. 


In 1966, Vital Alsar set off on his first 
expedition from Guayaquil in Ecuador to 
Australia on a balsa wood raft, identical to 
those built by the primitive aborigines of 

Ecuador. 

After only 90 days 
at sea, he was ship- 
wrecked off the Gala- 
pagos Islands. 

Four years later, he 
set sail for Australia 
once more. 
| To avoid another 

shipwreck, he took 
only a fifth of the food needed for such a jour- 
ney. One hundred and sixty one days uninter- 
rupted sailing later, he arrived in Mooloolaba, 
Australia. 

For the last 25 of those days he sur- 
vived just by drinking sea-water. 

In 1977, Alsar's expeditions changed 
course. He set off once more trom 
Guayaquil, but this time inland, seeking 
the source of the Amazon. 














CONSTRUCTING THE NEW 
SANTA MARIA’ IN VERACRUZ 


After crossing the Andes on foot, the 
23 crew members set up their own ship- 
yard, and built three galleons in the 
middle of the rain forest. After three 
months of construction, they set sail 
down the Amazon. 

Following the route of the Conquistadores, 
they reached the mouth at Belem, five months 
and five days later. 

Wherever he goes, Alsar is accompanied 
by a Rolex GMT- Master. It has always 
travelled with him. 

Alsar and his Rolex are inseparable. “h 
the middle of the ocean, its help is indis- 
pensable for my calculations. Wy 
Without it, I would feel like a ROLEX 


castaway. 
of Geneva 








l'HE ROLEX GMT MASTER II CHRONOMETER IN STAINLESS STEEL.WITH ROTATABLE BEZEI 


AND INDEPENDENT HOUR HAND 


J AMERICAN SURVEY 





takes the Bill of Rights literally, separating 
personalities from principle. This can lead it 
into odd byways. But its members are not 
obliged to support it in every skirmish; there 
is frequently disagreement within the 
organisation itself. 

Mr Edwin Meese once called it the 
"criminals' lobby" (though his successor as 
attorney-general, Mr Richard Thornburgh, 
used to be a local board member in Pennsyl- 
vania). Mr Bush has been implying that it is 
unAmerican. Not at all: the ACLU may some- 
times be nutty, but it is as American as apple 
pie. Its great virtue is that it is prepared to 
fight for unpopular causes. So, unlike presi- 
dential candidates, it should not strive too 
hard to make itself liked. 





Education 


Chalk follows 
cheese 


WASHINGTON, DC 


R WILLIAM BENNETT, who re- 

signed as secretary of education in 
September to be replaced by Mr Lauro 
Cavazos, used his three-year stint in the job 
to make a name for himself as a forceful, 
articulate conservative. His personal glory 
reflected, albeit mildly, on his department, 
persuading President Reagan to change his 
mind about abolishing it. 

Mr Bennett also contributed aggres- 
sively to the educational debate. His tenure 
coincided with a burst of educational re- 
forms at state and local level; from his bully 
pulpit, Mr Bennett promoted those he ap- 
proved of. He came to office bursting with 
ideas: more parental choice, a return to ba- 
sic values, a stronger core curriculum for the 
schools. But his own curriculum began to 

pread all over the place. He became the 

-onservatives' favourite all-purpose cru- 
sader. It was plainly time for him to resign 
from his bureaucratic duties and devote 
himself full-time to lecturing, writing and 
campaigning against Mr Michael Dukakis. 
He is also going to start a Washington think- 
tank with Professor Allan Bloom, the au- 
thor of “The Closing of the American 
Mind". 

His successor is as chalk to cheese. Mr 
Cavazos, a Mexican-American, was proba- 
bly chosen to help Mr George Bush win the 
Hispanic vote. Yet he is a sensible choice on 
other grounds (he was approached by the 
Reagan transition team in 1980, but at that 
time preferred to stay with his new job as 
president of Texas Tech University and 
head of its Health Sciences Centre). He has 
experience and, unlike Mr Bennett, he is 
prepared to listen. Mr Bush has promised, if 
elected, to appoint a Hispanic cabinet minis- 
ter; it is a fair guess that education could be 
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WASHINGTON, DC 


OTH Mr George Bush and Mr Mi- 
chael Dukakis want to spend money 
on schemes to improve the quality of 
America’s publicly financed schools. 
They attack the question from different 
angles. Mr Bush proposes a reward sys- 
tem for good or innovative schools; Mr 
Dukakis would spend his money on 
teacher recruitment. 





Bush plan for better schools: 


President Bush would ask Congress for 
$500m a year to reward schools that were 
recognised as "national merit schools" 
(meeting criteria established by the 
states). He would give some of this 
money as awards, worth on average 
$100,000 each, to national merit schools 
that also served a "significant" number 
of poor children. He would also give 
$50m a year in matching grants to states 
creating or supporting magnet schools 
(schools that offer specialised curricula). 
And he would give another $50m a year 
to states trying out new educational 
methods. About $1m would go to any 
state that selected at least one school dis- 
trict for experimentation. 


Dukakis plan for better teachers: 


President Dukakis would ask Congress 
for $250m as the first-year investment in 
a "national teaching excellence fund". 
The money would be used for college 
scholarships and loan forgiveness for stu- 
dents who committed themselves to 
teaching, a National Teachers Corps on 
the lines of the Peace Corps, sabbaticals 
for long-serving teachers and a return to 
the classroom of retired teachers with 
special skills: The plan would also ex- 
pand programmes that recognise tal. 





The education presidents 






ented teachers and seek to set standards 
of teacher competence. 

Mr Bush supports expanded teacher- 
testing, merit pay and career ladders. 


After high school: 


Both candidates propose schemes to 
help students get a college education: 

e Mr Bush proposes tax-free college sav- 
ings bonds. The tax benefit would start 

to diminish for families with incomes of 
$60,000, and stop at incomes of $80,000. 

e Mr Dukakis proposes a student tu- 
ition-and-repayment system. All stu- | 
dents, regardless of family income, would 
be given the option to repay college loans 
over their working lifetime through a tax 
proportionate to their earnings. The 
money would be borrowed from banks 
and guaranteed by the federal govern- 
ment, which would act as clearing-house 
for the repayments. 


























Dukakis on illiteracy, Mr Dukakis pro- 
poses that the federal government 






should provide $25m in grants—to be 
matched by private enterprise—to set up 
a network of volunteers to help illiterate 
adults to read and write (some 23m adult 
Americans cannot read). 

Bush on pre-school: Mr Bush would 
"sharply increase" the financing of Head 
Start, the pre-school programme for 
poor children (at present only one out of 
five eligible children is helped). 

Their commitment: It is time, says Mr 
Dukakis, that those striving to improve 
education locally had a friend in Wash- 
ington. Mr Bush says he will be an “edu- 
cation president" and deliver an annual 
State of American Education address. 







| 
| 
Other policies: 
: 


















the post and Mr Cavazos the man. Hispanic 
children are more likely than any other eth- 
nic group (except for American Indians) to 
fail to finish school; their dropout rate is 
3196, compared with the national average of 
about 2596. 

There are limits on what any education 
secretary can do. The federal share of the 
education budget, always small, has dropped 
from 996 to 696 during the Reagan era. It 
would have dropped even further if con- 
gressmen had not fought the federal reduc- 
tions that the president and his education 
secretaries kept urging on them. So, deficits 
permitting, the next president may not find 
Congress averse to spending a bit more 
money. The question is what it should be 
spent on. 
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b. Over the years the name Hu- 


à bert H. Humphrey IH has 


been a help to this year’s 
T Democratic candidate for 
7 the Senate in Minnesota. In 
gb” combination perhaps’ with 
some inherited characteristics, notably af- 
bility and tenacity, a well-known name 
helped Mr Humphrey gain first a seat in 
Minnesota’s state Senate and then the post 
of state attorney-general. Now, however, the 
oters are looking again at Mr Humphrey 
nd comparing him not just with his Repub- 
n° opponent, Senator David Durenber- 
but also with his illustrious father. The 
ymparison turns out to be not entirely 
ivourable. 3 
The ten years since the death of HHH 


Hphrer isa moderate M 


ve if E aly intensified the rever- 
ence in which Minnesotans hold the mem- 
ory of the man who spent 34 years repre- 
senting them i in the Senate and four as their 
country's vice-president. It is hard for Skip, 
as his son is best known, to measure up. He 
lacks his father's fire, oratorical gifts and in- 
tellect, and their absence is all the more no- 
iceable in a contest for national office, par- 
sad the one that made his father 


; Even 50; he seems to be cutting Mr Du- 
enberger's lead, which one poll put at 19 
oints earlier this year. More recent polls 
Jut it at just 5%, thanks, it is suggested, to 
Humphrey's gains among independents 

nd Democrats-for-Durenberger, especially 
jomeri; Nonetheless, Mr Durenberger still 
eems to have the support of some 30% of 
Minnesota’s Democrats. Quite why is a mat- 
er for debate. Democrats outnumber Re- 


... but so is Durenberger 


publicans in Minnesota: by about five to 


four, the same margin by which Mr Michael 


Dukakis leads Mr George Bush, say the 
polls. Why should Mr Humphrey be lagging 
at all? : 

The ore wisdom is simply that 
he has failed to inspire the party faithful. He 
is a professed moderate, running against 
Washington (never ‘mind that Congress is 

already in: Democratic hands) with demands 
for a "real war" on drugs, better child care 
2 medical services, economic security for 
all 

Mr Durenberger, however, is also a pro- 
fessed moderate. In a state where liberalism 
is not a dirty word, he has kept the right- 
wingers (known as "Christian conserva- 
tives") at bay and learnt the art of keeping 
his distance from unpopular Republicans. 
As chairman of the Senate Intelligence 
Committee in 1985-86, he clashed openly 
with William Casey, then head of the CIA. 
He has opposed military aid to the Nicara- 
guan contras, voted against some cuts in so- 
cial programmes and been a steady sup- 
porter of arms control. Just as telling as his 
political restraint is his financial lack of it: 
he has twice as much money to spend as Mr 
Humphrey. 

Mr Durenberger. has tried to appear 
both senatorial and decent (nice guys often 
finish first ín Minnesota), quickly disavow- 
ing a rumour floated by his staff that Mr 
Humphrey, now 46, used his father's influ- 


ence to avoid service in Vietnam. (In fact he 


was exempted automatically as a married 
man with a child.) Similarly Mr Humphrey 
has not retaliated by referring to the sena- 
tors already well publicised embarrass- 


ments. These are a $100,000 book deal 


` much like the one that has landed Mr Jim 


Wright. in trouble ji circlimivencing. curbs 


tion about Israel to a s Jevis 


Florida. - | 


SAN FRANCISCO 
| EAR now the latest sounds from 
America—organ music. The — 
nation that gave the world jazz, coun- 


try and rock music is now taking to - 


large, high-quality, hand-made. pipe 
organs. In the past few years: 

@ A hand-built organ has been com- 
missioned for the Dallas Symphony 
Orchestra, two more are on order for 
other cities in Texas and a fourth for 
Southern Methodist University. 

@ Mr Jacques Littlefield has added a 
concert hall to his house near Silicon 
Valley and has installed a new organ 
there which students from Stanford 
will be able to use. Another organ has 
been installed in a private house in 
Tacoma, Washington. 

e A 1,000-pipe organ modelled on 
Spanish instruments of around 1800 
has been installed at the Pacific Lu- 
theran Seminary in Berkeley. 

@ Four years ago Stanford installed a 
huge organ in its Memorial Church. 
It has 4,000 pipes, stands 32 feet high, 
can be tuned to play either Renais- 
sance or baroque music and took 
40,000 man-hours to make. 

Not surprisingly, the business as 
well as the sound of organs is boom- 
ing. The Associated Pipe Organ 
Builders of America boasts 23 mem- 
bers today (it has usually had fewer 
than ten in the past). And they have 
plenty to do. Schoenstein of San 
Francisco has just finished rebuilding 
the enormous organ in Salt Lake 
City’s Mormon Tabernacle; C.B. Fisk 
of Gloucester, Massachusetts, has 
doubled its workforce but has so 
much work that new clients must wait 
over six years for delivery. 

Curiously, the growing demand 
for pipe organs is not matched by an 
increase in those who would play 
them. The music departments at uni- 
versities are finding it hard to attract 
students, especially of the organ. 












ERE i is a special oppor- 

tunity to acquire one of 

the world's greatest refer- 
ence books and start building up a 
library of fine editions, by joining 
an international circle of book 
lovers ~ The Folio Society. 


AN EXCEPTIONAL PUBLISHER 

The Folio Society was founded 
in 1947 to 'produce editions of 
the world's great literature in a 
format worthy of the contents, 
at a price within the reach of 
everyman'. That is stil our 
watchword. 


,ASSICS AND CURIOS 
Our publications range from 
classics like Macaulay's History 
of England (the only complete 
edition in print) and comic idi 
like The Diary of a Nobody, to 
neglected masterpieces and curi- 


osities that we feel deserve a. 


wider audience: over 140 books 
in all. 2 


D PRODUCED BOOKS - 


Each book is given special | 
care in every area of production: 


individually designed bindings 
in a variety of materials; care- 
fully chosen. elegant typefaces to 
ensure legibility and grace: high- 
quality makings of paper; and a 


special protective slip-case for i 


each book. 


THE BEST IN CONTEMPORARY 
ILLUSTRATIONS 


Every book is illustrated. 
'ading artists commissioned by 
the Society include Dame Elisa- 
beth Frink, Edward Bawden and 
Patrick Procktor. 


MUCH MORE THAN A BOOK CLUB 

We organise tours, competi- 
tions and annual literary debates. 
Members also receive a free 
subscription to our own literary 
quarterly. We have a gallery in 
the Royal Arcade in London 
where members (and prospective 
members) may view all current 
Folio titles. 


ORDERING BOOKS IS A PLEASURE 

The Folio Society provides its 
members with a level of service 
rarely found these days. Every 
order is dealt with promptly, 
every letter is answered indivi- 
dually. If you write to us in verse, 
we'll write back in kind. 


THE ECONOMIST OCTOBER 11988 — 


F olio societt 








DPI 











a E P E e ond NN 


y would like to make you an offer 
AS exceptional a as the books we publish 








HOW TOJOIN AND ACQUIRE YOUR 


“ FREE CHAMBERS BIOGRAPHICAL 


DICTIONARY 
Joining The Folio Society is _ 
simplicity itself. Fill in the coup-. 
on below, post it to us, and we'll. 
send you Chambers Biographical 
Dictionary, together with a Pros- 
pectus listing all Folio books in _ 
print. Choose four books from the 
Prospectus, and you're a member. - 
If you change your mind, send 
Chambers back and that'll be the. 
end of the matter. But note that. 
we only have a limited number of 
copies to spare for this offer - to be. 
sure of getting your own, send off ; 
the coupon today. Ai 





THE FOLIO 
SOCIETY 


| ipw The Membership Sion, 


wea rd 


ameter 


The Folio Society Lid, FREEPOST, 
202 Great Suffolk Street, London 


, SEL6BP(01-4077411),0r * 


198 Avenue of the Americas, New 


| York, NY 10013 (212-219-0890) 


(NOSTAMP NEEDED IF POSTEDIN THEU.K.) - 


l am interested in joining The 
Folio Society. Please send me: 
a free copy of Chambers Bio-. 
graphical Dictionary and a copy of - E 
the 1989 Folio Prospectus. If 1 
decide to become a member of | 
the Society I will keep the Dic- | 
tionary as my 1989 Presenta- | 
tion Volume and notify you of 
my four choices for the year 
within three weeks. Otherwise 1 | 
will return the Dictionary and | 
owe nothing. | understand that 
as a member I have the right, 
to return any book if not com- 4 : 
pletely satisfied. (Prospectus only |. 
may be sent overseas.) i 
| 
j 
| 
Í 


; 
ETAREN, woe Postcode occ | 
arl seine 
Signature ps 
Py H CREO RED EEA EEE RETR RPAH ROR ER OR * "PERS 26 
TNE HE E : 
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UICC CARES ABOUT CHILDREN 


As late as in the nineteen fifties the vast world-wide fight against cancer. 

majority of children with cancer were doo- UICC, The International Union Against 
med. Today about half of them are cured of Cancer, is global, non-profit, non- 

their disease thanks to cancer research. governmental organisation, supported by 
This is very encouraging, — but it means donations, legacies and bequests. 

that we are only halfway there. Its members are more than 250 cancer 
You can help us to go the rest of the way by leagues and societies, cancer hospitals 
supporting UICC, The International and research institutes in more than 
Union Against Cancer, as it leads the 80 countries. 

INTERNATIONAL UNION AGAINST CANCER (Uic ) 
3 RUE DU-CONSEIL-GENERAL, 1205 GENEVA, SWITZERLAND. IS -C 
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The Parsons Theorem, or is 
the UN getting useful at last? 





N POST-PRANDIAL remarks on the 
dinner-party circuit, one of Britain's 
most eminent and engaging retired diplo- 
mats, Sir Anthony Parsons, often postulates 
a theory about ending wars. He suggests that 
only at the moment when both sides in a wat 
simultaneously need peace can a handy me- 
diator (perhaps from the United Nations) 
"ettle the dispute. Sir Anthony may simply 
ave intended the Parsons Theorem to be 
considered in flickering candlelight as the 
port makes its way around the table; but giv- 
ing ita little more scrutiny may help to ex- 
plain this year's worldwide outbreak of 
peace. It may also cast some light on the cur- 
rent tendency—see this week's speech at the 
UN by the Soviet foreign minister, Mr Ed- 
ward Shevardnadze—to think the United 
Nations could be more useful in the next 
few years than it has been in the past. 

: Sir Anthony says that politicians try to 
male. peace only when their soldiers have 
fought to a point where compromise looks 
better than the now-dim prospect of victory. 
But they cannot climb down from the lofty 
positions they took while the shells were ex- 


ploding without the help of able, available - 


diplomats. Since one can rarely predict just 
when. a diplomatic initiative might end a 
war, it pays for Great Powers to send diplo- 
mats shuttling between hostile capitals and 


or the UN to continue its apparently futile | 


attempts to stop the fighting. 

However skilled, diplomats cannot stop 
wars on their own. But when war-war finally 
does give way to jaw-jaw, how can diplomats 
best help politicians to settle arguments sol- 
diers failed to decide? 

In general, negotiating a peace has four 
main elements. First, and most important, 
the political underpinnings must be in.- 
place: which means that both» sides 
must be very tired of war. Then outsid- 
ers may help to nudge the combatants 
towards an admission that they 
are tired of it. Next, a skil- 
ful mediator 


sd, 
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can create the atmosphere in which willing- 
ness to talk becomes real negotiation. That 
may lead to an imaginative peace formula 
which will satisfy both parties. 

Sir Anthony’s favourite example of his 
theory at work is the Lancaster House talks 
that solved-the “Rhodesian problem" in 
1979— not surprisingly, since he took part. 
The scene for a settlement was set both by 
military circumstances on the ground and 
by the desire of outsiders that this pocket of 
African instability should be cleared up. 
Britain in particular had been trying to work 


out a solution ever since Mr Ian Smith's gov- 
ernment tried to declare Rhodesia indepen- 


dent of Britain in 1965 so that it could go on 
suppressing the black majority. 

The divided black resistance, led by Mr 
Robert Mugabe and Mr Joshua Nkomo, was 
fighting a fairly successful guerrilla war 
against the government. In April 1979 a new 
but still white-controlled government came 
to power under Bishop Abel Muzorewa in 
an election boycotted by the guerrillas, who 
vowed to keep fighting. Even though their 
support from the neighbouring black states 
was drying up, the guerrillas looked pretty 
unbeatable. The Commonwealth pressed 
Britain not to recognise the new govern- 
ment. The Americans pressed for a negoti- 
ated settlement, anxious to eliminate Soviet 
support for the guerrillas. Outsiders’ pres- 


sure and a stalemate on the ground com- 


bined to bring about peace. 
A similar combination of factors finder 
lies today's attempt to end the conflict over 


Namibia and Angola. The Soviet Union's 


wish to reduce its foreign commitments has 
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shoved the Cubans and the Angolans: lo 
wards a settlement with South Africa. The 
South Africans decided to sit down at the 
table when Cuban troops suddenly loome 
on Namibia's northern border. Both side: 
appear to suspect, though not yet to ha 
made up their minds, that a compromise 
may be better than more fighting. d 

But there is more to making peace than 
wanting it. That decisive moment must be 
captured and exploited, as the British did at 
Lancaster House. The talks over a ceasefi 
and a new constitution that would tu 
Rhodesia into Zimbabwe constantly te 
tered on the edge of collapse. Over two gr 
elling months Lord Carrington, the British 
foreign minister, presented proposal aft 
proposal, imposed deadline after deadlir 
never let the pace slacken. Holding the tal 
in London enabled him to feed juicy m 
to the press that would influence one s 
the other, and to marshal pressure f 
Whitehall and from Commonwealth di 
mats in London. 

President limmy Carter used a sim 
technique to bring peace between Israel 
Egypt at Camp David in 1978. During t 
13 days when he was closeted with .^ 
Menahem Begin and Anwar Sadat, he pi 
sented 23 draft agreements, one after 
other, each time asking for criticism but n 
approval; this approach did not encoura 
either side to say “no”, or to take up un 
able positions. On the last morning M 
ter offered a final draft and announce 
they could take it or leave it—the mee 
would break up at noon. | 

Seclusion was as important for. 
Camp David talks as the international spx 
light was for Lancaster House. Cut off f 
the press (and from hardliners back homi 
the negotiators could say "what if?" to eac 
other in between-session strolls. A leak. 
could have destroyed an agreement. Since a 
position taken publicly is almost impossible _ 
to change, Mr Carter let no one but his own - 
spokesman anywhere near the press. . 

In neither case was it important fort 
mediator to pretend to be impartial. At. 

Lancaster House Britain openly jostled 
the guerrillas (though everybody knew 
the British foreign ministry thoug 
the whites ought to ma 
tt , peace). The American: 







































































































































Africa the Americans, who are.acting as 
formal chairmen, support the guerrillas 
fighting the Angolan government. For the 
ediator evenhandedness does not much 
atter ‘so long as both sides think he is a 
uthful go-between. His main job is to force 
e two sides to tackle their problem as if it 
were on a blackboard. Neither friendliness 
nor trust need develop between the adver- 
saries (though they are nice to have): an 
agreement will be reached if, but only if, it is 
in the interest of both sides. 

557 The mediator's real test, then, is to de- 
. vise. a formula which both sides can accept. 
His trouble is that usually an unfudgeable 
question lies at the heart of a dispute: where 
does a border lie, who started the con- 
founded war, who gets sovereignty over 
ihat. The talks between Iran and Iraq are 
adlocked on such points. Sometimes the 
Oblem can be solved by resorting to ambi- 
guity—either by postponing a solution, or 
persuading both sides that they can ac- 
pt the status quo without losing face (as in 
ie 1971 Berlin deal). 

Sometimes, though, reaching a settle- 
ent requires more than that. The mediator 
as to add a third dimension to what looks 
ke a merely two-dimensional problem. For 
stance, Lord Carrington saw that the is- 
es of security and power could be sepa- 
ted in Rhodesia: if the whites could be 
romised the continuation of an acceptable 
material life, power could be transferred to 
e blacks. What remained was the matter of 
ow to make the transition, tricky but at 
ottom only a question of timing. 

^ [n another current negotiation, about 
ië Western Sahara, the UN's secretary-gen- 
al; Mr Javier Perez de Cuellar, may be try- 
g to achieve a similar piece of legerdemain. 
oth sides have cause to be tired of the war: 
costs Morocco a lot of money; the 
olisario guerrillas keep bouncing off the 
sand-wall the Moroccans have built round 
the economically interesting bits of the 
country near the coast. Morocco might be 
willing to let Polisario take over much of the 
administration of the place provided it kept 
King Hassan's head on the territory's post- 
age stamps—and got a good chunk of the 
phosphate revenues. 

- The Parsons Theorem at work: after 13 
years of fighting, both sides got tired; when 
they reached that point, the UN mediated: 
creative diplomacy may allow Morocco to 
have its cake and Polisario to eat it. 

^^ There are plenty of other peacemakings 








outsiders (often meaning America and Rus 


friend: In the c curtent akso on | south- 


et to be consummated: Kampuchea, Ethio- `| 
ia and its rebels, Ethiopia-versus-Somalia, [1 
ri Lanka, three wars in Central America, — | 
Ou name it. Before any of these can be. un | 
ingled there are essential conditions which. > 

ave to be satisfied. Both combatants have | " 
> be more or less equally war-weary; the big. |- 


Only then can ingenious mediation, per- 
haps, get the deal on to paper. The UN can — 


be a handy instrument when the powers see 
eye to eye; but that does not happen often, 
or for long. 





Lebanon. 


Who'd get what 


we would the break-up of Lebanon 
V mean for the people who live in the 
fragments! The country has been coming to 
pieces ever since the civil war started: in 
1975, but a final split would hurt the Mus- 
lims most. - 

The army disintegrated slowly during 
the late 1970s, pulled itself together in 1982 
and then collapsed in 1984, when the 
mainly Shia Muslim brigade in West Beirut 
sided with the Shia.militiamen who were 
tightening their hold on the Muslim part of 
the capital. On paper there are five Chris- 
tian-commanded brigades; in practice, prob- 
ably two full ones, most of whose men are 
stationed on the east or Christian side of the 
“Green Line” that divides Beirut, and 
around the presidential palace at Baabda. 
There are nominally two Shia brigades, two 
Sunni brigades and a Druze one; but they 
have blurred into the various militias. 

The split is not perfect: Christian bri- 
gades contain some Muslim soldiers, and 
vice versa. Most of the top officers are 
Christian but senior officers from all groups 
still meet and talk. Still, politics, not rank, 
makes the decisions. 

The police force has arranged for Mus- 
lims to police Muslim areas, and Christians 
the Christian zone. Unlike the army, 
though, it is still run by a central office, in 
thei interior mun in Muslim West Beirut. 
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. Most of the e, of Lebanon's | 
Ge eel businesses used to be 
in Muslim West Beirut but over the past ten 
years they have shifted to the Christian side. 
Most still have offices in the west as well, 


"and use the fax machine a lot. Pusmessmen 


prefer East Beirut not only because it is 


. Christian but also because it is quieter, since 


the Christians fight each other less than the 
Muslims do. It also has more reliable tele- 
phones and water and electricity supplies, 
partly because the utilities’ headquarters are 
in the Christian area. 

As well as the central water and electric- 
ity distribution system, East Beirut contains 
the capital’s main water source. If Beirut 
were permanently cut in half, the Muslim 
part would have to rely on wells. Two of 
Lebanon's three main power stations are in 
Christian areas—one near Baabda, and one 
in the pocket of territory that the Syrians’ 
favourite Christian, Mr Suleiman Franjieh 
shares with the Syrian occupying army. The 
third is in the Druze area north of Sidon. ` 

People in West Beirut who can afford it 
already rely on electric pumps and genera- 
tors. But their supplies of fuel oil are vulner- 
able to the Christians' control of the coun- 
try's maín port, in East Beirut. Muslims have 
tried to build a port in West Beirut, but nei- 
ther this nor the small ports in Tripoli and 
Sidon can take big tankers bringing oil. 

West Beirut boasts the international air- 
port, but the Christians aré not too worried 
about that. They have the military airfield 
south. of Jubail. The Christian militia has 
not yet allowed it to be used for civilian 


. flights, since that would look like an admis- 


sion of partition; but it could quickly be 
adapted for use by at least small airliners. - 

The Muslim area’s other prize is the cen- 
tral bank. It is said to house most of the 
country’s 9.3m ounces of gold, worth $3.7 
billion, though some of the money is be 
lieved to have fled to America. There were 
street battles outside thé bank in the 1970s, 
when unsuccessful attempts were made to 
shift the gold eastwards. 

Apart from the central bank and the in- 
terior ministry, the old instruments of gov- 
ernment sit in East Beirut (Christian presi- 
dents started shifting the ministries there 30 
years ago, when Lebanon’s cracks began to 
show). This is now unimportant, because 
most ‘aspects of government have been 


. decentralised over the past decade. Exams 
which could previously be taken only in one 


place in the capital can now be taken all over 


. the country. Car registration centres have 
|. proliferated. Where the bureaucrats have 
<= not adapted, the ubiquitous Lebanese entre- 
_ preneur has stepped in. 


hen the Green © 
Line cannot be.crossed, people. with friends 
in the militias charge atound. 2,000 Leba- 
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Roll up to see the bearded ladies 


FTER Canada’s Mr Ben Johnson had 
earned several million dollars’ worth 
of advertising endorsements in the 9.79 
seconds it took him to run the Olympic 
100 metres, his urine was found to con- 
tain what athletes call the “bulk bomb”: 
the drug stanozolol, which is related in 
structure to the male hormone. This 
anabolic steroid temporarily increases 
muscle mass, as well as emphasising other 
more personal things in which men differ 
from women. It has long been used by 
plenty of male and female champion ath- 
letes in events which require great 
strength to be used in a sudden burst: like 
throwing, lifting, straining, sprinting. The 
drug was still clearly being used by other 
winners, besides Mr Johnson, at these 
Olympics. Some of those deep-voiced la- 
dies on the rostrum most visibly needed a 
shave. 

Between three and seven weeks before 
an occasion like the Olympics, where 
there will be drug-testing, the athletes’ ad- 
visers tell them to stop taking drugs. If you 
get this delicate timing right, the steroids 
will then still be muscle-building but 
won't show in your urine—especially if 
you sluice yourself by taking diuretics, 
which increase the speed at which any ani- 
mal gets rid of impurities. 

It is fairly easy to spot most of the big 
drug-takers either from their performance 
cycles (they will drop sharply in achieve- 
ment, Or not turn up, at meetings which 
clash with their period off drugs to meet 
the test-before-last), or else, as at Seoul, 
just by looking at the muscles of Mr John- 


Chile 


Will they throw 
him out? 


FROM OUR CHILE CORRESPONDENT 


S NEXT Wednesday’s stay-or-go plebi- 
scite approaches, the omens are look- 
ing bad for Chile’s General Augusto Pino- 
chet. According to one good opinion poll, 
not quite 20% of Chileans intend to vote for 
him to stay in power, while 47% want him to 
make way for an open presidential election 
in a year's time; the rest are still making up 
their minds—or just not saying. 
The government has been preparing for 
a vote since early 1986, well before General 
Pinochet's official nomination as the ruling 
military junta's candidate this August. It has 
tried to hammer home two messages. The 
first is that a “no” victory will lead not only 
to the departure of President Pinochet but 
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son and the Bulgarian weightlifters. The 
Bulgarians started in Seoul by winning ev- 
ery weightlifting medal in sight, but with- 
drew their whole team when their first 
winners to be tested were found to be full 
of diuretics; presumably it had not been 
clear to the Bulgarians how good Seoul's 
new form of testing for these piss-speeders 
would be. The Hungarians had a similar 
problem. Mr Johnson's period off drugs 
was probably fractionally mistimed be- 
cause he was lured by a huge fee to a race 
in Zurich in August. 

Everybody is implausibly calling the 





Biceps today, liver tomorrow 


also to a Marxist takeover. Government ad- 
vertisements in newspapers and magazines 
show the word "no" against the black and 
red flag of Chile's tiny left-wing guerrilla 
movement, the Manuel Rodriguez Patriotic 
Front. Television spots feature burning 
buses, caches of confiscated weapons and a 
young mother with a baby being attacked by 
a mob of leftist youths. "This has not hap- 
pened, but it could," the caption reads, as 
ominous music plays in the background. 

The second message is the strength of 
the Chilean economy, which has grown by 
more than 596 a year during the past four 
years. Mr Hernan Buchi, the finance minis- 
ter, often appears on television to talk about 
the country's economic achievements. 
Many of Chile's business leaders advocate a 
"ves" vote that will keep General Pinochet 
in the presidency, though they would have 
preferred a civilian to have replaced him as 
the junta's nominee. 

The general has made a point of appear- 
ing in civilian dress most of the time. On 


discovery of his sin an "Olympic shock": 
the real shock is how many athletes have 
got away with drug-taking for so long. Mr 
Johnson is not the only person who 
should be banned for life. The others are 
those officials who know what has been 
happening, as so many do, and who give 
no pleasure to anybody. 

Because of the courage of some ath- 
letes (led by Mr Sebastian Coe) and 
thanks to Mrs Thatcher's good new sports 
minister and some revealing articles in 
The Times, Britain is at last moving to 
out-of-season random testing by doctors 
independent of the sports federations 
concerned. This could be completely ef- 
fective, chiefly because it would not actu- 
ally be random. By studying a muscle | 
man's or bearded lady's performance | 
cycle, doctors could see when to give him 
or her embarrassingly well-timed tests. 

The opponents of this reform are offi- 
cials and coaches in every nation who say 
that "other countries let their athletes 
take drugs, and our gate money will fall if | 
our own national heroes keep on being | 
beaten by them and humiliated by your | 
tests". The International Olympic Com- | 
mittee, under new management, has this | 
week proved itself braver about humiliat- 
ing national heroes than some of those he- 
roes’ attendants had expected, but it is 
not to the likes of stuttering and probably 
permanently damaged Ben Johnson that 
decent people should confine steroid rage. 
The bans should also be against officials 
who have profited by turning blind eyes to 
practices that put young people’s livers 
and lives at risk. The sporting world 
should take the moral equivalent of 
diuretics, and sluice them all out. 


September 26th he lunched with 60 elderly 
ex-legislators who are supporting the "yes" 
vote. À newspaper advertisement shows a 
smiling General Pinochet in a grey suit and 
tie saying, "If I govern, you govern." Despite 
his 72 years, the general made no fewer than 
23 trips outside Santiago during the first 
eight months of this year. 

There has been a whiff of dirty tricks. 
Advertisements in La Epoca, a newspaper 
that supports the opposition Christian 
Democrats, have urged Chileans to spoil 
their vote by marking a giant X over the bal- 
lot paper. These were attributed to the Chil- 
ean Socialist party, although none of that 
party's factions has acknowledged them. La 
Epoca suspended the advertisements after a 
few days, admitting in a leading article that 
they appeared to have been inserted by sup- 
porters of the regime. 

The coalition of 16 parties that calls for 
a "no" vote against President Pinochet has 
less money than the government, but its 
campaign is slickly professional. One of its 
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vi fruit, a Chilean export that has enjoyed 
E icon: in recent years. The text says that 
E democracy can provide a solid base for 
economic progress, and points out to the 
- reader that the world's most advanced econ- 
omies are all in democratic countries. The 
o position s theme song on its television 
"Chile; happiness is on its way" ,isan 
upbeat tune accompanied by images as 
Gg nappy as in the best pop video. 


slots 


| A 'gentina 


\ advertisements shows a photograph of a - 


Both sides get nightly 15-minute politi- | 


cal programmes, but the general has the ad- 
vantage of commanding the news. It is esti- 
mated that even the Catholic University 
network, considered the most balanced of 
the television channels, gives over three- 
quarters of its news time to events involving 
the government. Which makes it all the 
more interesting to find out whether that 
apparent 47-20% majority against General 
Pinochet turns out to be real. 





Tangoing again, with a twiddle 


-. FROM OUR SPECIAL CORRESPONDENT IN ARGENTINA 


€ ERONISM i is as Argentine as the tan- ' 
P. go," said Mr Antonio Cafiero a few 
d ays before he lost the Peronist party's presi- 
de tial primary in July. Eight months before 
the presidential election the Peronists lead 

- President Raul Alfonsin's ruling Radicals by 
1596 in the opinion polls. If they win, and 
nobody well-armed objects to their doing SO, 
‘it will be the first time in Argentina's coup- 
- ridden history that a democratically elected 


government has handed over to a fresh one. 


DE 
> 


What else the likely Peronist victory 


would mean is vague. Mr Cafiero, the man 


tw 


zho failed to get the presidential nomina- 


‘ tion of the Justicialist party (the Peronists’ 


official name), was a spokesman for policies 
of political and economic reform which his 
opponents dismissed as "Alfonsin Mark II". 


Mr Carlos Menem, the sideburned gover- 
nor of La Rioja, who beat him, likes talking 
of the great Argentine people more than of 
GDP. In a country whose picture of the past 
is more glorious than its expectation of the 
future, Mr Menem's style appeals. He is 
squarely in the Peronist tradition of popu- 
lism, nationalism and caudillismo—dicta- 
torship in any other continent. 

But Argentina has changed, and Peron- 
ism with it. A movement rather than a par- 
ty, the phenomenon established by Juan Pe- 
ron sprawls from left to right, taking in 
unionised labour, small businessmen, farm- 
ers and the poor. Nowadays i it contains few- 
er violent left-wingers, since so many of 
them have been mown down by the army or 
La middle age. Trigger-happy ultra-right- 





Peron-inspired passion 


wingers, discredited by their association 
with the dictators, are also less thick on the 
ground. The party itself, pushed to free ir 
ternal elections by the likes of Mr Cafierc 
has shed the practices that used to make 
Tammany Hall look democratic by compari- 
son. 

Unions representing shopkeepers, gov- 
ernment employees and high-technology 
workers are outstripping the old protection- 
ist industrial unions. The military establish- 
ment loathed the Peronists a decade ago. 
Now many senior officers see the Radicals as 
the greater evil. The Roman Catholic 
church had its differences with Peron but 
finds it hard to cold-shoulder his heir, the 
descendant of Syrian-Lebanese immigrants 


FROM OUR SPECIAL CORRESPONDENT 


OEVER wins Argentina's presi- 
dency next May, the armed forces 
. may still say whether he wins power. The 


| soldiers are, for now, demoralised by the 


. economic and military defeats of the dic- 


tators who were drawn from their ranks, - 


and disheartened by the successive fiascos 
_ of Lieutenant-Colonel Aldo Rico's abor- 
tive uprisings in April last year and Janu- 
ary this year. They may not now want a 
political role. But, without prestige, lead- 
ers, enemies or weapons, they are restless 
and anarchic. 
The question of where military author- 


| ity stops and civilian power begins re- 


mains unsolved. This month the ground 


|| will be tested when the cases of a group of 


— | generals and admirals accused of human 


|| rights abuses are reopened. 


The muddle is epitomised by the tussle 
over 17 lower-ranking officers who, sus- 


| pected of sympathising with Colonel 


Rico, were suspended from active duty 
earlier this year by the army's chief of 


| What's a soldier to do if he isn't ruling? 


staff. Major Osvaldo Vercelotti appealed 
to the civil courts to overturn his "arbi- 
trary” treatment, and one judge ordered 
his reinstatement. The Radical govern- 
ment has sought to assert civilian author- 
ity over the army, yet in this case Presi- 
dent Raul Alfonsin, as commander-in- 
chief, intervened to uphold the military 
command against the civil legal system. 
The major appealed again. By late Sep- 
tember Major Vercelotti had yet to rejoin 
his course at the War College. 

The soldiers have material cause for 
complaint, The strength of the armed 
forces has been cut from 160,000 men in 
1983 to 80,000 now. A centre-right think- 
tank, the Union for the New Majority, cal- 
culates that in 1983 there were 114 top- 
ranking generals and admirals; today 
there are 74, almost all of them newly pro- 
moted. The turnover has been chaotic: 
the average tenure of an army chief of staff 
has been 13 months over the past four 
years. Military pay has slipped by around 


half, in real terms, and the military budget 

has been cut from 4% to 2% of apr. The | 
army and the air force are seriously under- | 
equipped. | 

Argentina's politicians need to decide | 
what kind of forces their country needs. 
The middle ranks of the officer corps, 
without clear tasks, stable command or 
adequate equipment, have far too much 
time for politics. Most non-commissioned 
officers and many junior officers, espe- 
cially in the army and the air force, are 
Peronists. Their seniors tend to fear that a 
Peronist president, like Peron himself, 
would want to pick his own commanders. 
Mr Eduardo Angeloz, the Radical candi- 
date for the presidency, acknowledges 
that the forces are ill-equipped, but sees 
no way to put that right soon from a tight 
budget. 

The money from selling off bits of 
Fabricaciones Militares, the soldiers' own 
horribly inefficient industrial combine, 
could usefully go to bettering the soldiers' 
pay, gear and training. Even more than a 
balanced budget, Argentina needs an un- 
threatened democracy for more than the 
next couple of years. 
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Europe sans frontières: 1992 is not a game for = 
companies. Europe is already in the process of 
being transformed into a single European market. 
By the time this has been completed in 1992, 
PARK LANE HOTEL, businesses of all shapes and sizes will be operat- 
LONDON, OCTOBER 24, 1988 ing in a new business environment with new 
opportunities and risks. . 
While much press attention and political promo- 
tion have emphasised the need to prepare for 
1992, little has been done to set out the real 
- issues for business. To address this need The. 
Economist conference will focus on the busines 
rather than the. political, agenda. for the emer 
Europe. The sessions on the practical aspects of 
managing. the new environment will concentrat 
on how to get a grip on the 1992 process. By the 
end of the day delegates will understand how 
disastrous a "wait and see" approach could be. = 
The large number of advanced bookings show = 
that interest in this conference is very high. Since _ 
numbers will be limited, please return the order 
form below or call us without delay to receive full 
details.’ : 

































In the event of continuing disruptions within the UK postal : 
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who rose above his own turbulent private 
life to vote against the divorce bill that 
passed last year. 

Mr Menem's many advisers—union- 
based economists, small businessmen, his 
senator brother, Mr Eduardo Menem—let 
fly on every subject from foreign debt mora- 
toriums to expropriating the Queen of En- 
gland's Argentine possessions. The underly- 
ing theme is familiar. Peronists want a 
strong state and the development of Argen- 
tina's internal market. Yet revisionism has 
crept in. There is newer talk of cutting the 
budget deficit, making the state more effi- 
cient, opening Argentina to closer contact 
with the developed West. “The Peronist ide- 
ology is the same, but the proposals are dif- 
ferent," says one shrewd observer. 

A rather nice man with some of Peron’s 
magnetism, Mr Menem is chary of firm com- 
mitments. The legislature is to decide on 
guidelines for renegotiating foreign debt. 
Some privatisation of state assets is all right. 
His record as governor of one of Argentina's 
poorest provinces is not, perhaps, impres- 
sive: he all but bankrupted La Rioja by en- 
gaging in a fight against unemployment that 
involved finding state jobs for half his con- 
stituents. 

Menemists and Cafierists are trying now 
to write a single programme that merges Mr 
Menem's vote-getting magic with the more 
systematic competence of the reformers. But 
policies may not be decisive anyway. A third 
of Argentina's voters have yet to make up 
their minds between Mr Menem and his ri- 
val for the presidency, the Radical governor 
of Cordoba, Mr Eduardo Angeloz. The 
rather right-wing Centre Democrats cannot 
count on mopping up these votes; they won 
only 696 of the vote in last September's legis- 
lative elections. And the Argentine left is 
tiny and Trotskyite. 

The undecided third is the one that 
wins elections, and its votes are essentially 
negative. These people will support the Per- 
onists if frustration with the Radicals’ eco- 
nomic failure is uppermost in their minds. 
They will vote for the Radicals if fear of past 
Peronist thuggery prevails. With hyperinfla- 
tion only just in check, the economy is co- 
operating with the Peronists. 





South Africa 


The scarecrow 
flaps 


FROM OUR SOUTH AFRICA CORRESPONDENT 


ERVOUS about the municipal elec- 
tions due in South Africa on October 
26th, President Botha is making prepara- 
tions. The angry right-wing Conservative 
party says he is soft on dissidents, so the gov- 
ernment has slapped detention orders on 
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about 100 people, and banned scores of oth- 
ers from indulging in political activity. The 
Conservatives also say the government is 
prepared to hand white areas over to blacks, 
so it is proposing new laws against black 
squatters. 

South Africa's cities go on growing, de- 
spite laws that say they must not. New legis- 
lation placed before parliament at the end of 
September is intended to stop, once and for 
all, the practice of squatting, whereby black 
people ingeniously find places to live where 
they are not supposed to. The government 
wants new powers because, two years ago, it 
abolished the hated pass laws, which re- 
stricted the movement of black people into, 
and within, white-designated areas. It now 
feels the need to tighten up again. 

Yet most black squatters are not new ar- 
rivals in the cities. Researchers from the Ur- 
ban Foundation and the Institute of Race 
Relations think many of them lived unlaw- 
fully in urban areas until the abolition of 
"influx control” in mid-1986 legalised their 
presence. Now they may have to go back 
into the shadows of illegal residence. In all, 
about 7m squatters live in South Africa’s ur- 
ban areas. The Urban Foundation reckons 
that between 1.6m and 2.4m of them live in 
the triangular industrial heartland. that 
stretches from Pretoria through the Witwa- 
tersrand to Vereeniging. 

About two-thirds of the area’s squatters 
live in 312,000 backyard shacks, most of the 
rest in "informal settlements", meaning 
shanties. Most of them have deep roots in 
their present localities. Nearly 7096 of squat- 
ters in the industrial triangle have lived 
there for five or more years, and very nearly 
all of them moved into their shanties from 
elsewhere in the triangle. 

People live in shacks and. garages be- 
cause there are not enough proper houses. 


The Urban Foundation thinks about 





400,000 extra houses are needed each year, 
with a total backlog of 1.8m last year. Barely 
40,000 are built each year. But even if more 
houses were built, few blacks could pay the 
rent. The national Building Reseach Insti- 
tute reckons that fewer than 2096 of blacks 
can afford so-called low-income housing. 
Closing down the squats will not end the 
problem. In 1983, 65,000 squatters were 
forcibly removed from townships east of 
Johannesburg. Now one township alone, 
Tokoza, is officially reckoned to contain 
10,000 squatters. 

The defunct pass laws did not work; 
black people kept on coming to the towns. 
That, more than liberal sentiment, was why 
those laws were repealed. The new anti- 
squatter legislation could prove tougher. It 
gets rid of the presumption that alleged 
squatters are innocent; they will have to 
prove they are not in breach of the law. Pen- 
alties are drastic: for convicted squatters, : 
fine of R2,000 ($800) or 12 months’ impris 
onment, or both; for landowners who allow 
squatting, a fine of R10,000 or imprison- 
ment for five years. The bill removes the 
courts' discretion: they will now be obliged 
to order the eviction of convicted squatters 
or the demolition of their shelters. 

In one respect the bill could drive more 
blacks into the towns. It provides for the 
wholesale eviction of blacks from white- 
owned farms. Farm workers are safe, but 
their dependants, former farm workers and 
tenant farmers (working a plot of land in re- 
turn for labour) are all at risk. If they are 
driven off the white farms, most will drift to 
the towns. Oriel Monogoaha, a squatter 
leader in Johannesburg in the 1940s, com- 
pared his people to birds in a cornfield: 
“The government is beaten . . . It sends po- 
licemen to chase us away, and we move off 
and occupy another spot." 
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EUROPE 


Perestroika throws a party 


What Mikhail Gorbachev calls Russia's “second revolution” is coming to 
the crunch. Mr Gorbachev wants to introduce a cluster of new laws, and 
hopes to see a clear improvement in the economy. In the first of a series of 
articles on how perestroika is desperately trying to change the way the So- 
viet Union works, we look at the core of the whole process, the Communist 
party, whose top dogs were to meet in a nervous huddle on Friday 


If Mr Gorbachev gets his 
way, and he seems to be start- 
ing to think he may not, the 
party is in for the biggest 
shake-up since — Stalin’s 
purges of the 1930s. This time the discarded 
comrades will not lose their necks, even if 
they lose their perks. But for that they are 
likely to be less than grateful to their boss. 

Mr Gorbachev says he wants the party, 
which has nearly 20m members, to be “re- 
structured’ and democratised. Not only 
that, he wants it to stop doing about the 
only thing it knows well: telling other people 
what to do. Mr Gorbachev admits that party 
officials up and down the country are resign- 
ing rather than submit to the new 
rules. He claims he is happy to see 
them go, so that “real leaders” can 
take their place. But there is a new 
nervousness at the top of the party, 
reflected in the hasty summoning of 
the Central Committee for a meeting 
on September 30th. 

The Communist party is the only 
strument Mr Gorbachev has to 
carry through his economic reforms. 
Yet it is within the ranks of the party 
that Mr Gorbachev's opponents are 
best organised. In a speech to newspa- 
per editors on September 23rd, an 
unusually tetchy Mr (Gorbachev 
spoke of "opponents" on both left 
and right who were between them 
"sowing confusion" about the re- 
forms. This was the clearest indica- 
tion yet of how fragile the coalition in 
support of perestroika has become. 

Hence thé importance of getting 
to grips with the party. The reform 
outlined at the party's special confer- 
ence last June would make party offi- 
cials more accountable to ordinary 
members, slash bureaucracy and end 
the system of jobs for life that has led 
to so much inertia and corruption. 

The theory of Communist "de- 
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mocracy" sounds simple. Top party bodies, 
including the Politburo, will have to report 
more often and more openly to the commit- 
tees that appoint them, and the committee 
men could sack any comrade who blotted 
his copybook. The committee men them- 
selves will be chosen in multi-candidate se- 
cret ballots, instead of by unanimous show 
of hands in favour of lists produced by party 
bosses. No official, from Mr Gorbachev 
down, is to be allowed to keep the same job 
for more than two five-year terms. 

It all sounds brisk and businesslike, but 
will it make any difference? Doubts begin 
with the man whose job it is to supervise the 
party reform. He is Mr Yegor Ligachev, who 





It’s finger-wagging time 


has been Mr Gorbachev's most outspoken 
critic. Mr Ligachev worries about the harm 
done to the party’s morale by glasnost, espe- 
cially the open admission of past mistakes. 





He is the highest-placed mouthpiece for all 
those conservative comrades who would like 


to see the economy doing better, but who - 
dislike the way Mr Gorbachev is going 


about it. 


Even if Mr Ligachev does not sabotage 


Mr Gorbachev's party reform, other party. 
people may. The whole point of the reform 


^- 


is to encourage a new breed of Communists, — 


who will keep out of day-to-day decisions. 
about how many shoes to produce or pota- 


toes to grow. They are to stop handing out - 


orders and are supposedly to work as "indi- 
viduals” within ministries, factories and 


farms, somehow making sure the party's — 
guidance is followed without indulging in - 


the detailed nagging of the past. | 
This is where reform starts to sound 
woolly. Factory managers are used to look- 


ing to the party men to sort things out when - 
equipment is needed in a hurry, or supplies - 
of raw materials run short. They will proba- - 


bly continue to do so, at least until the new 


economic system is properly up and run- - 


ning, which could take years (if it happens at 


^ 


B 
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all). But Mr Gorbachev is pressing ahead re- _ 


gardless. He is planning drastic cuts in the 


party bureaucracy, and it is these 


Committee on Friday. 


exactly how many jobs will go. The 
central apparatus in Moscow is likely 
to be pared down most. Some appa- 
ratchiks are already being retrained— 
as diplomats, industrial managers, 


Others will simply be pensioned off. 
But in the process a lot of powerful 
people with important connections 


job. Such people can be expected to 
put up a fight. 
Their anger will grow sharper if 


well as their dignity. As a possible 
harbinger of worse to come, on Sep- 


this year: it included 394 kilos of cav- 
iar, 6,000 tins of crab, liver paté and 
sundry other delicacies, 565 kilos of 
cured sturgeon, and much, much 
more. And this in a country where 
meat is still rationed in eight of the 15 
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plans which seem to have led to the 
sudden summoning of the Central 


Nobody seems prepared to say 


Mr Gorbachev attacks their perks as 


of Moscow, for the first six months of 


t 


whatever jobs can be found for them. 


' 
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are due to be restructured out ofa 


tember Ist Pravda published the gro- | 
cery list for the dachas of high offi- 


cials in the Ryazan region, south-east — 


- 


p--——— — es x. 
















































. No Hercules 





OLAND'S new prime minister, 
Mr Mieczyslaw Rakowski, does 
not seem to rate his chances of suc- 
cess in the job very highly. “It would 
take a hero”, he told parliament on 
September 27th, “to lead the country 
at this time. That | am not." Many 
members of the Polish opposition see 
Mr Rakowski as an anti-hero. | 
| Despite a reputation as a liberal | 
and a bit of an iconoclast during his | 
days as editor of the weekly Polityka, 
he clashed increasingly bitterly in ne- 
gotiations with Solidarity in 1980-81, 
especially after he became a deputy 
| prime minister in 1981. Former col- 
leagues in the press detest him for de- 
fending martial law and attacking 
Solidarity. Nor does Mr Rakowski 
make up for this by any great popular- 
ity in the establishment, as the smat- 
tering of abstentions and rejections in 
parliament's vote on his appointment 
suggests. Party hardliners mistrust 
him as a dangerous intellectual. He 
has also upset some prominent Cath- 
olics with calls for a tougher line to- 
wards the church. 

So the new prime minister hardly 
starts with the authority needed to 
tackle Poland’s chaotic economy (in- 
flation 60%, foreign debt $39 billion, 

shelves emptying) and its uncertain 
politics (communist party still a sham- 
bles, talks with Mr Lech Walesa about 
the possible unbanning of Solidarity). 
To stand any chance of success Mr 
Rakowski, now 61 and a Politburo 
member since last December, must 
start by putting together a govern- 
ment that includes non-communists 
and commands the support of most 
Poles. Even to do that would be little 
short of heroic. 
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republics, if it can be found at all. 
Mr Gorbachev knows from his walk- 
abouts, like the one in Siberia last month, 
that party privileges infuriate ordinary folk 
who see only empty shelves in the food 
stores. Much of the haul from Ryazan will 
probably find its way on to the black mar- 
ket. Last year 105,000 members were ex- 
pelled from the party for breaking the rules, 
23,000 of them for corruption. But many 
party officials have come to see this trade in 
their privileges not as a crime but as a right. 
It will be a brave party boss who tries to take 
all that away from them—or a foolish one. 





West Germany 


lf the count gets 
counted out 


FROM OUR BONN CORRESPONDENT 


HANKS to West Germany's system of 

proportional representation, only once 
(in 1957) has a single party won an absolute 
majority. That is why the liberal Free Demo- 
cratic party is a mighty midget which can 
make and break governments. It rarely wins 
more than 10% of the vote, but it has only 
twice been out of power in Bonn since the 
country was founded in 1949. Its role as 
power-broker gives the election of a new 
Free Democratic leader on October 7th a lot 
more than parochial importance. 

The Free Democrats last switched part- 
ners in 1982, from a government alliance of 
the centre-left under Mr Helmut Schmidt to 
one of the centre-right under Mr Helmut 
Kohl. With affable Mr Martin Bangemann 
as their chairman, they have looked pretty 
firmly settled in Mr Kohl's camp. But 
Mr Bangemann is off to the European 
Commission in Brussels, leaving two 
rivals for his party job. Does either 
make a coalition change more likely 
in 1990, when the next election is 
due? 

Certainly not Count Otto 
Lambsdorff, a former economics min- 
ister who was the first to enter the 
leadership race earlier this year. It was 
Count Lambsdorff more than anyone 
who drove the Free Democrats out of 
the old coalition in 1982; he was sure 
that economic reforms were needed 
which Mr Schmidt's Social Demo- 
crats would not accept. With a flurry 
of public statements at the time, and 
the preparation of a document on 
economic policy that at once got 
called the coalition's "divorce pa- 
per", he forced the hand of the par- 
ty's chairman at the time, Mr Hans- 
Dietrich Genscher. Count Lambs- 
dorff did not take on the risks of a 
switch in 1982 merely to wobble back 


later to a Social Democratic party which is 


only now starting to revise its économic 
policy. 

Not that Mr Kohl would have an easy 
time with Count Lambsdorff. Unlike many 
in Bonn, the count has never underesti- 
mated Mr Kohl's political skill. But he is an 
eloquent, abrasive workaholic, different 
from Mr Bangemann and bound to be 
tougher in all coalition negotiations. He also 
believes the government must get on a lot 
more quickly with unfinished economic re- 
forms like deregulation and cuts in state sub- 
sidies and company tax. All that points to 
more squalls in the coalition, although the 
loyalty of a Lambsdorff-led party to the alli- 
ance would not be in doubt. 

A more vigorous leadership should 
please Free Democratic voters, most of 
whom do not want a coalition change any- 
way. A year or so ago many of these voters 
were getting tired of Mr Kohl's luckless- 
looking government. But nowadays, accord: 
ing to opinion polls, about two-thirds of lib- 
eral voters support the present coalition and 
only a fifth would prefer to embrace the So- 
cial Democrats. 

All of this might seem to put Count 
Lambsdorff easily in front of his only rival, 
Mrs Irmgard Adam-Schwaetzer. She is a ju- 
nior minister at the foreign office who won 
praise during her brief stint as the party's 
general secretary. She has the support of 
Free Democrats who want a youngish leader 
(she is 46 to Count Lambsdorff's 61) and be- 
lieve the party should be more open to a 
possible alliance with the Social Democrats 
than it could be under him. Mrs Adam- 
Schwaetzer backed the coalition break in 
1982 but was not a key figure in it. Her crit- 
ics say she lacks the weight to squeeze the 
maximum benefit out of the present coali- 





Who will be the power-broker? 
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Lambsdorff has one big disadvantage: his which all parties indulged and to which  Schwaetzer on October 7th would mean | 
conviction last year for aiding and abetting many tax officials long turned a blind eye.]t ^ wobblier Mr Kohl in 1990. 
tax evasion. He was fined because, as party might seem odd for a party which benefited | 
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tion, and they fear the party might lurch un- 
convincingly towards the Social Democrats. — phalia, he channelled money to the Free _ solidarity with him during his trial, to reje 
Other things being equal, bets would be on Democrats (not into his own pocket) him as leader now. But clearly some del 
a Lambsdorff victory. through charitable "front" organisations el- — gates will decide against him because of t 
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treasurer in the state of North Rhine-West- “from: the count’s activities, and expresse 


But other things are not equal. Count — igible for tax breaks. It was a practice in tax affair. A victorious Mrs Adar 
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Happy anniversaries, comrades 


ID Henry Ford really mean it when he said, back in 1919, that history was bunk? Well, he was wrong. For proof, look 
at the half of Europe east of the Elbe which has been under communist rule since the second world war. There the 
struggles of yesteryear seem like yesterday, and become part of today’s politics. 
The important dates are not the official holy days of communism (such as November 7th, the anniversary of the 1917 
revolution in Russia). History, after all, belongs to the people. Here is a guide to some of the anniversaries likely to | 
produce big crowds—and perhaps big bother for communist governments—over the next year. 
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OCTOBER *. The 1956 Hungarian 
E revolution for" "Cbünter-revoliionr uh 
"ial his uu 





_ NOVEMBER * > Latvians mark No- 





^ JANUARY @ - The Ukrainians recall E: 
their brief independence; proclaimed — | 
on January 22 1918. The Ukraineis: f. 
the nd most populous: Soviet re... 
"public. So far under Mr Gorbachev its 
pal sts have kept fairly quiet. 


free ST A re cere ney 


| DECEMBER * A particularly | 
controversial anniversary in Yugosla- | 
via is that of the proclamation: of the 
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koni some other Yugoslav Commu- 5 
< nists raise eyebrows. One of... 

- Presern's poems may become the... 
_ Slovene national anthem, | 
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JEANS MEE 


< JULY: * inthe past this has been a 
“their defeat by the Turks in the battle... 


| eth month for anniversaries, Na- 


" SEPTEMBER *€ For the Poles nent 2 


every respect. On August 31stPoles | | year will see the 50th anniversary on. 
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“communis trule after 1945. 


| AUGUST © The hottest month in 

of Kosovo Polje on June 28 1389. *gorno-Karabakh could change that. | mark the anniversary of Solidarity's ^| |. September 1st of Hitler's invasion. i 
Next year's 600th anniversary of the On July 4 1921 this troublesome little. | |. birth in Gdansk in 1980. For Czecho- - September 17th will be the 50th anni- 
` battle takes place amid the bitter territory was declared to be under the | Slovaks, August 20th-21st is the anni- ] |. versary of Stalin's "stab in the back”, - 
struggle between Serbs and Albani- "control of Soviet Armenia; but the fol- f | versary of the crushing ofthe Prague | | the entry of the Soviet army into east- 
- ans over Kosovo. Itwillbeatenseoc- ] | lowing day Stalin overruled the deci- Spring by Soviet tanks in 1968. And | | ern Poland. The agreed division of 
'-casion, with huge crowds. Onthe ^ 4 E sion, putting it instead under on boc 23rd the Baltic ea S | «Poland between Hitler's Germany and i 
Same day the Lithuanians remember | | Azert soit control. It became an. ‘remember 2d | - Stalin's Russia paved the way for 
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| Looking divine in Green 


FROM OUR ATHENS CORRESPONDENT 


OW that they have taken North Sea 
seals and Pacific whales as their 
own, the Greens have claimed St John 
the Divine. On September 25th an inter- 
national gathering of ecologists took 


where tradition says St John wrote his 
Revelation. St John made doomsday pre- 
dictions that make the "greenhouse ef- 
fect” look like April in Paris. 

The ecologists’ meeting on Patmos 
was called “The Revelation and the Fu- 
ture of Mankind", and coincided with 
the 900th anniversary of the island's 
monastery dedicated to St John. The Or- 
thodox Ecumenical Patriarch Dimitrios | 
was there for the anniversary, and ad- 
dressed the ecologists. He spoke in the 



























heard a “great voice as of a trumpet" 
commanding him to write what he saw. 
And what he saw, Dimitrios said, was 


| cave where in 95 AD John is said to have 
| 
| 


|| most appropriate for the ecologists. 


The first-century Green saw that 
"men were scorched with great heat" 





Dimitrios is a Revelation 


iceland 


Women’s work 


ARTHQUAKES in Iceland are pretty 

frequent, tourists are told, but they are 
not often serious. Just wait. After the col- 
lapse of one coalition government on Sep- 
tember 17th, and the unhealthy beginnings 
of another formed on September 28th, the 
next political earthquake could be serious 


indeed. 
54 









(Revelation chapter XVI, verse 9); that 
"all green grass was burnt up" (VIII, 7); 
and that men “hid themselves in the 
dens and in the rocks of the mountains" 
(VI, 15). 

The ecologists pondered Revelation 
VII, 11: "And the name of the star is 
called wormwood: and the third part of 
the waters became wormwood; and many 
men died of the waters, because they 
were made bitter." Chemobyl, they 
pointed out, is a Russian word for worm- 
wood. (The more usual Greek island visi- 
tors might have pointed out that ab- 
sinthe and vermouth are also words for 
or from wormwood, but those words 
portend something more along the lines 


| 
| 
of Revelation XVIII, 3: “For all nations 












have drunk .. . ”) 


The Patriarch offered advice on re- 
storing the world's ecological balance. 
His solution, he said, was asceticism. 
The world God gave man in the Book of 
Genesis was something of a paradise. | 
The Bible's last Book portrays that world | 
“after it had been looted and ruined by 
man,” he said. This was not an ecological 
problem but a spiritual one. According 
to Dimitrios, “If man limits his material 
needs he conquers spiritual perfection 
and freedom, but also he saves the 
Creation." 

Two days later, on his return journey 
to his see in Istanbul, the Patriarch spent 
the day in Athens. The city's infamous 
pollution might have given him another 
Revelation: “...and the third part of 
the sun was darkened, and the day shone 
not..." (VIII, 12). While most Athe- 
nians are missing that messsage, there 
are religious pressure groups in Greece 
which take the Bible more seriously. 
They are blocking a government plan to 
provide citizens with computerised iden- 
tification numbers. They say the system 
incorporates the number 666 which, ac- 
cording to Revelation XIIL, 18, is Satan's 
own number. 





The country's prime minister and leader 
of its conservative Independence party, Mr 
Thorsteinn Palsson, resigned when his coali- 
tion partners withdrew their support for his 
ecónomic policies. Now an ex-prime minis 
ter, Mr Steingrimur Hermannsson, has 
formed a centre-left government that de- 
pends on the support of a single indepen- 
dent member of parliament. Icelanders are 
going to need a more secure government 
than that to tackle their economic mess. 
Last year long-term foreign debt was 41% of 
GNP. Inflation is 25%. The kronor was de- 
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Small splash in Iceland 
valued by 6% in February and by 10% in 


May. The new government immediately an- 
nounced a further devaluation of 3%. 

Some people think Mr Palsson arranged 
his own departure in an attempt to provoke 
an election and not the formation of a new 
government, because his party is doing well 
in the opinion polls. In fact, despite Mr 
Hermannsson’s intervention, there is likely 
to be an election before the end of the year, 
and the polls point to more than just a few 
seats switching in Mr Palsson’s favour. They 
suggest that the Women’s Alliance, which 
took six seats in last year’s election and was 
called an intriguing novelty, is set to be the 
second biggest party in the 63-member 
Althing; at least one poll makes it number 
one. Nearly a third of its support seems to 
come from men. Novelty indeed. 

The women, who refuse to be called 
political party, prefer to be described as .. 
"grassroots movement". They try not to 
take votes on policy, but to keep talking un- 
til they reach a consensus. They have no 
leader. They say they judge legislation by its 
effect on women and children. They want to 
look at economics "from a female perspec- 
tive", whatever that may be. 

The voters do not seem perturbed. The 
women have some kindly ideas, such as 
changing income tax from a single, rather 
high rate of 3596 to a two-tiered (and so far 
unspecified) rate. They reject mandatory 
wage freezes. They want more done for old 
people. They also want politicians to co-op- 
erate with each other more. A little feminine 
housekeeping, such as saving for a rainy day, 
would also be likely. Economists who keep 
an eye on Iceland say saving is what the male 
politicians havé failed to do, and the ladies 
might just accomplish it. 
—————mnntdil e  ——nusmádÍ— Blóuü!tln— — !— n! Ü 
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COUNTRY STUDIES COMMODITIES 


[] Turkey to 1992 LI Cotton to 1993 
Missing Another Chance? Fighting for the Fibre Market 


Turkey has missed development opportunities Cotton, the world's most important norefood 
in the past. But economic restructuring is-at the top of crop, is regaining its share of the OECD fibre market. 
Turgut Ozal's agenda. Under Ozal export growth this report assesses supply prospects in 37 cotton 
looks assured, but economic stability at home is producing countries and analyses factors affecting 
less certain. This report examines Turkey's debt world consumption and trade. H provides a detailed 
repayment obligations, its growth prospects over the forecast of the global cotton market over the next five 
next five years and the implications of Turkey's seasons, including the movement in stocks and 
application for EC membership. prices. 

No. 1136, Price including postage: £115 UK & No. 1151. Price: £130 UK & Europe: 

Europe; US$245 North America; £118 Rest af US$275 North America; £133 Rest of World. 
Worted, Published September 1988. 

Published September 1988. 


[] Spain to 1992 | 
Joining Europe's Mainstream 


The coming of the European single market 
in 1992 will mean even more dramatic changes for 
Spain than for other member states. The economic 
success of the last two years will then be put to the 
test. in a detailed forecast of growth and economic 
potential, this report weighs Spain's strengths and 
weaknesses and pinpoints sectors where business 
prospects lock best i 
No.1138. Price; £115 UK & Europe; US$245 North 
America, £118 Rest of World. 
Published July 1988. 


C] ireland to 1992 


Putting its House in Order? 


The irish economy is set for recovery. But 
this will be accompanied by further expenditure cuts 
and higher unemployment, This report analyses Irish 
growth prospects over the next five years, examines 
the implications for Ireland of the single European 
market in 1992 and assesses the outlook for foreign 
investment, much of which could come from the Far 
East. 
No. 1137. Price: £115 UK & Europe; 
U53$245 North America; £118 Rest of World, 
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C] International Business 
Travel 1988 


Susiness Travel is the fastest growing and 
most Competitive sector of the travel market. This 
new report estimates that the international sector will 
be worth over $400bn by 1995. It looks at the size 
and composition of the business travel market, its 
suppliers, purchasers and consumers and examines 
their policies and methods of operation. It identifies 
the main factors likely to make an impact over the 
next decade. 

Na. 1 140. Price: £175 UK G Europe; 
US$345 Narth America; £178 Rest of World. 
Published July 1 888. 
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O International Tourism 
Forecasts to 1999 


World travel is expected to increase at an 
average real expenditure growth rate of 55% a year 
until 1999. This report gives a macroeconomic 
overview and provides forecasts for the 20 main 
origin countries which now dominate international 
tourisrn, examining patterns of travel in terms of 
expenditure, haul length and the number of nights 
spent abroad. It is essential reading for all those 
planning, and investing in tourism worldwide. 

No. 1142, Price: £175 UK & Europe: 
USS345 North America; £178 Rest of World. 
Published July 1988. - 


TEXTILES 
[] The Man-Made Fibre Industry . 
in Western Europe 


A New Structure, A Now Strength 


After the doldrums of the late 1 970s and early 
1980s West European man-made fibre producers are 
back in profit, What are the reasons for their success? 


AUTOMOTIVES 


L] The World Car Industry 
to 2000 


^CThis important new report offers detailed 
forecasts of. global car demand and production trends 
to the year 2000. Ownership ratios are traced and 
projected. There is a detailed assessment of potential 
-ip emergent markets — India, China, Africa, the 
Eastern Bloc. Key issues investigated include the 
impact of another oi crisis and mature market 
' Saturation, 
Na. 1127. Price: £178 UK & Europe; 
US$345 North America: £178 Rest of World. 
Published September 1988. 
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.L] Japan's Motor industry 
/  Enroute to 2000 


The rapid rise in the Yen has led to a 
fundamental restructuring of Japan's motor industry, 
International operations are being integrated into a 
rationalised global production/supply chain 
supported by a web of joint ventures, This report 
examines output for Japan's domestic and export 
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Published July 1988. 


C] Southern Africa 
The Price of Apartheid 


South Africa's black ruled neighbours, six 
of them landlocked, are struggling against 


markets and forecasts a shake-out among producers, 
it assesses future prospects and the global impact 
that Japanese automotives will have orthe 
international marketplace. 

Nà. 1141. Price: £285 UK & Europe, 

US$565 North America; £288 Rest of World. 


This report features profiles of-13 leading producers 
in Western Europe and analyses markets and end 
uses for the West European fibres. Also examined are 
the new specialities and nonwovens. the growth 
sector for which many of the new products are being 
targeted, Finally, the threats and opportunities facing 
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tha industry are assessed. 

No. 1107. Price: £150 UK & Europe, 
USELIO North America; £153 Rest of World. 
Published October 1987 
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destabilisation and the blocking of their transport 
corridors, This report assesses the economic, political 
and military interdependence of these states and 
explores the likely evolution of their relations with 
Pretoria. It examines the implications of possible 
scenarios, including erosion of the transport weapon. 
No. 1130. Price: £115 UK & Europe: 

US$245 North America; £118 Rest of World. 
Published July 1988. 


Cl Argentina to 1992 


The Search tor Solutions 


President Alfonsin is fast renning out of time 
in which to restructure Argentina's economy and 
Stave off the threat of a return to military rule. This 
report examines what the present government can do 
in the time available to solve the problem of debt and 
inflation and looks ahead to the options open to the 
new president atter 1989. 
No. 1102. Price: £115 UK & Europe: 
US$245 North America; £118 Rest of World... 
Published April 1988, E 
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e ‘government, was. "Eke Ee out. 
Mice in Wonderland". On learning that 
ded won un 35% of the vote on. Sep-. 


lictor)" and x he would not M resign- 
g, as he had theatrically threatened to do if 
iffeted a serious defeat. On the face of 
erything is the same as before. But the 
de has raised doubts about Mr Ozal's 
ent, even among some of his own sup- 
H They believe the referendum 


e singen market 
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C's doe jii programme in 
oubt. with an eloquent argument for 
eeping ‘solid national control over eco- 
mic and social policies. The Spanish 
ernment of Mr Felipe Gonzalez also 
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ropean: pee ists despaired. But they 
w. a little comfort from an agreement 
etween the Community and its EFTA 
eighbours harmonising procedures for 
'settling cross-frontier civil and commer- 
cial liability claims. The agreement says all 
claims can be dealt with by the courts in 
| the claimant’s home country. 


. European Parliament 
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Ar Yasser Arafat, the chairman of the 










ntroversial | private visit to the European 
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estine Liberation Organisation, paid a. 








Suleyman D aire, a. fona p prime minister 
and leader of the rival conservative party, 


the True Path: Infuriated, Mr.Ozal then de- 


cided to put this minnow of a question to 
the. nation in.a referendum. The move 
played into the hands of the opposition, 


which skilfully turned the issue into a vote. 


of confidence in the prime minister himself. 

Mr Ozal's claim to have achieved a tacti- 
cal victory rests on the fact that in the ref- 
erendum he got close to the 36.3% that his 
Motherland party mustered in last Novem- 
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The European. Commission indulged in 
its own version of glasnost with the publi- 
cation ofa survey on how its 10,000 Euro- 
"themselves. According to the 





| poll, the last. qualities. you need to get on 


in the commission are ability and hard 
work. Knowing the right people seems to 


. matter most for promotion. 
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Foreign ministers of the Twelve told the 
United States that its new trade act in- 
creased the scope for protectionism and 
` that the Community would take prompt 
action if EEC interests were damaged. This 
free-trade fervour did not apply nearer 
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home. © The commission imposed penal.. 
P duties on imports of video recorders from 
arliament in Strasbourg at the invitation. Japan’ 
's Socialist group. The being 
dent, Lord Plumb, in. = 0 
z Gorbachev to pay anof- ^ 
it and t to address Euromrs early. ^i 
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Saab 340 


Saab 9000 CD 


Scania 143 


The technology-in design, manufacture and performance. A unique 
breadth in automotive and aerospace engineering. 
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Sales increased by an average annual 
rate of 14% during 1978-1987 
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Pre-tax return on capital 
employed increased from 16%in 1978 
to 23% 1987 


Profits increased by an average 
annual rate of 28% during 1978-1987 
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Investments in fixed assets and 
H & D amounted to MSEK 30.000 
(US$5 billion) during 1978-1987 

Equivalent to 13% of sales 


The financial performance- between 1978 and 1987 aerospace and 
automotive earnings self-financed investments and increased working 
capital. During tbe same period solvency (equity/assets ratio) bas been 
increased from 32 to 50%. Earnings bave improved for the eleventh 
year in succession. A record which speaks for itself. 


Leaders in specialized transport technology 


For further information please contact Saab-Scania AB, 
Corporate Communications & Public Affairs, S-581 88 Linköping, Sweden. 
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How Parkinson will split the 
cost of nuclear power 


LECTRICITY supply will be the biggest 


industry privatised by Margaret 
hatcher's government when it is sold off in 
. 990-91. Mr Cecil Parkinson, secretary of 
state for energy, and his cabinet colleagues 
have now taken most of the big decisions 
about the industry's future shape. One is 
still outstanding: how to cope with the 
higher cost and greater risks of generating 
electricity from nuclear power. Even there, a 
solution is now emerging. 

Mr Parkinson and the Treasury fought 
hard to ensure that the electricity-supply in- 
dustry was not sold as one lump. British 
Gas, which was, has already been referred to 
the Monopolies and Mergers Commission, 
on the grounds that its pricing policy is anti- 
competitive and discriminates between busi- 
ness users. The commission's findings have 
been on the desk of Lord Young, the trade 
and industry secretary, since August 24th. 

Electricity will therefore be split up. The 
12 area boards (which at present distribute 
and market electricity to consumers) will 
keep their separate identities—although 
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they are likely to be sold as one big distribu- 
tion conglomerate, which will "explode" 
into a dozen separate companies some time 
after the sale. The electricity grid, which will 
effectively be the central market for power 
after privatisation, will be jointly owned by 
the distribution companies. 

All this, according to Mr Parkinson, is 
on schedule—which suggests that he should 
be able to introduce a parliamentary bill in 
December. The tricky business of drafting 


. the industry's complex regulatory regime is 


also running more or less to schedule. The 
big problem lies in the plans to split up the 
Central Electricity Generating Board 
(CEGB), which generates power in England 
and Wales and accounts for two-thirds of 
the electricity-supply industry's assets. Nu- 
clear power is at the heart of this problem. 
When the government's white paper, 
"Privatising Electricity", was published in 
February, it reaffirmed Mrs Thatcher's un- 
shakable view that "there remains a vital 
strategic need for the significant non-fossil- 
fuelled contribution [to generation] that can 


only be made by nuclear power". That is 
why the CEGB is to be split into two unequal 
chunks: "Little G", which will own 3096 of 
the old CEGB's capacity, all of it fossil-fu- 
elled; and "Big G", which will own the re- 
maining 7096, including all 14 nuclear 
power stations. The government hopes this 
will make Big G a large enough company to 
disguise nuclear's higher costs as thoroughly 
as the CEGB has done. 

British nuclear power is now appallingly 
uneconomic, which is awkward for Mr Par- 
kinson who has to try to sell it off. Some £3 
billion-worth of advanced gas-cooled reac- 
tor capacity is operating well below capacity. 
In the year to March 1988 nuclear power 
made its smallest contribution to the CEGB's 
output for five years (see chart on next 
page). That is a main reason why the elec- 
tricity-supply industry achieved a real return 
on its assets of only 2.496 during the year. 
Mr Parkinson wants it to achieve 33496 this 
year, and 434% in 1989-90, to attract inves- 
tors. To hit those targets, he has raised elec- 
tricity prices 996 this year, leaving Britain 
with the second most expensive electricity 
in the big OECD countries. He will raise 
prices by another 696 or so in 1989. 

He is doing this while the cost of all 
power, except nuclear, is going down. Coal, 
which generates 80% of the CEGB’s electric- 
ity, is nearly 4096 cheaper on the world mar- 
ket than it was in the early 1980s; even Brit- 
ish Coal has cut its price. Oil is half the price 
it was three years ago, and seems set to re- 
main cheap while OPEC muddles. 

Who will pay for the extra cost of nu- 
clear? Big industrial users say they won't. 
They hope to negotiate bulk-supply deals di- 
rectly with (non-nuclear) generators. Such 
deals would benefit Little G, independent 
generators, and those distribution compa- 
nies—like the East Midlands Electricity 
Board—which are planning to build cheap- 
to-run gas-fired power stations. 

All the distribution companies agree on 
one point: if they are forced to take costly 
nuclear electricity from Big G, then they 
must be allowed to pass that extra expense 
on to consumers. In practice, that would 
mean on to domestic and smaller industrial 
consumers, who would have no choice. 
Their bills would therefore rise yet again af- 
ter privatisation. 


Spreading the load 


When the House of Commons select com- 
mittee on energy reported (unfavourably) 
on the government's plans in July, one of its 
biggest worries was that domestic consumers 
might bear the brunt of nuclear power's ex- 
tra cost. Mr Parkinson was scathing about 
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her report, denouncing it as out of date. But 
e also says that it highlighted many of the 
roblems his department has come up 
gainst. 

The government's timetable for electric- 
s sale called for the Department of En- 
rgy to have answers to most of the nuclear 
:blems by July or August. October is be- 
ning, and Mr Parkinson is still weighing 
options. The select committee requested 
etailed response to its report within two 
mths: it is now likely to get a less-than- 
omprehensive reply some time after Parlia- 
nt reassembles on October 19th. 

“Mr Parkinson is already clear on one 
oint. Hefty electricity-price rises in the 
ly years of a government may have been 
litically acceptable. But, if the costs of 
yer power continue to drop and only nu- 
lear rises, he is damned if a private electric- 
industry will be allowed to ratchet up all 
ces for domestic consumers—ie, voters— 
ist before the next general election. 

- The government is already resigned to 
oting the bill if a nuclear-power station 
lows up. It will also pay much of the cost of 
lecommissioning stations, which may be 
earer £2 billion than the £300m the CEGB 
once talked about. For the rest of nuclear's 
«osts—day-to-day running, still-to-be-built 
stations, research, maintenance and re- 
pair—the government has a craftier plan to 
make both industrial and domestic consum- 
ers pay their share. 

=e Its solution resembles the "nuclear tax" 
that Mr Dieter Helm of Oxford University 
has. prophesied the government will be 
forced to impose. Indeed, Mr Parkinson 
himself now uses the word "tax". But while 
-Mr Helm envisages an extra charge falling 
jn domestic consumers, Mr Parkinson's in- 
ended “tax” will be paid by all those who 
ise the national distribution grid, domestic 
ind industrial consumers alike. Only by gen- 
rating their own power could big industrial 
isers sidestep the extra cost, and Mr Parkin- 
on has always wanted to encourage them to 
do that. If they were then to sell any surplus 
“power back to the grid, it would provide wel- 
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"This is a neat on to à VNB em 
which need never have existed. As long as 
nuclear Ai is capable of uneconomically 
generating only 1496 of electricity in Eng- 
land and Wales, it is not an adequate safe- 


against. miners’ strike 





Thatcher likes to ded it. The govern- 
ment's determination to plough ahead with 
nuclear power is a purely political choice. As 
such, it should have been iett c out of the 


privatisation "aon 





Social and Liberal Democrats 


Henamed, reborn 


HE split at the centre of British politics 

need never have happened. That must 
be the conclusion of any outsider watching 
the Social and Liberal Democrats at their 
annual conference in Blackpool this week. 
Here isa party which Dr David Owen—who 
refused to join earlier this year—could easily 
have lived with. Besuited, sensible and eager 
to be led, the new Democrats. are a far cry 
from the woolly Liberals. Pe! Quen SO 
despised. e 
ine contrast to Dr Owen’ S iis 





"HE centre partie “fave spent a mis- 


„erable year since the last election. 
The latest MORI poll puts the combined 
vote of the Democrats and the Social 


they polled at the election. Many onlook- 
ers suggest that the country is reverting 
to its "natural" political model; in which 
power alternates between two dominant 
parties. 

Think again. First, the idea that po- 
litical power regularly alternates in Brit- 
ain is hopeful left-of-centre moonshine. 
As Mr Patrick Dunleavy of the London 
School of Economics pointed out in a re- 
cent article in the New Statesman, since 
1919 the Conservative party has gov- 
erned with a secure majority for four 

| times as long as Labour. Only twice—in 
1945 and 1966—has Labour won an 
| election with a majority of more than five 
seats over all other parties in the House 
of Commons. 


Next, it is not true that Britain “usu- ° 


ally prefers a two-party system”. True, 
the Liberal party polled less than 10% of 
the total vote in seven of the eight elec- 
tions from 1945 to 1970. But, because 
the party did not contest all seats in 
those years, the level of its support was 
severely understated. Its average share of 
the vote in each seat it actually fought 
was 15:796, much closer to the 2096 of 
the total vote the Liberals or (in 1983 
and 1987) the Liberal/Social Democrat 


Democrats at 12%, way below the 23% 


these Democrats looked like a proper politi 
cal party. Their speeches were more assured, 
their arguments lively but not anarchic. Pa- 
pers were presented, debated and voted 


upon. Fringe meetings were packed. Above 


all, the Democrats want to succeed. Unlike 
some of the old Liberals, they do not vote 
down the platform for the hell of it, nor do 
they insist on attaching mad amendments (^ 
well thought-out policies. — 

All these. virtues were on display in 
Blackpool. But, to the world outside, the 
conference’ s achievements were dwarfed by 





Alliance have verni i in ae five: gen- 
eral elections since 1974, when it fought 
seats more widely. 

That level of support is high by the 
standards of third parties in other coun- 
tries. In the past five elections in West 
Germany, the Free Democrats have aver- 
aged only 8.796 of the popular vote. The 
third party in Italy, after the the Chris- 
tian Democrats and the Communists, is 
Mr Bettino Craxi's Socialist party; in the 
past five elections it has averaged only 
1196. The New Democrats in Canada, a 
third party with a chance of doing well in 
the next general election, have averaged 
18.496 in five elections since 1968. In the 
five French elections since 1972, the 
Communist party has on average won 
less of the total vote than Britain's centre 
parties. 

What lessons lie in these figures? For 
the centre parties they must be that, 
without proportional representation (as 
in West Germany and Italy) or a defined 
regional base (as in Canada), electoral 
support is difficult to turn into real po- 
litical power. For commentators the les- 
son is rather different. The centre parties 
do look in a mess, but they still win the 
allegiance of many Britons. After their 
year of sorrows Britain's two centre par- 
ties, combined, are polling more support 
than West Germany' s Free Democrats 
have won at any. national election since . || 


1961. 









ARE THEY IN STEEL MAKING? 


Yes, and more besides. 

ANI is often invisible to the public. But our organisation 
is one of the largest public companies in Australia and one of 
the leading engineering groups in the world. 

Our products and services are at work all over Australia, 
supporting industry and Government, helping to satisfy 
consumer demand. 

And we run a growing range of international businesses 
around the world. 

We have four core divisions: contracting, distribution, 
manufacturing and service. The richness of the mix will be 
clear to you if you ask Debbie Potts for our information pack 
(telephone 01-638 9571). 

We have a 21 year record of growth; organic and by 
acquisition. And an impressive record of adding value to the 
businesses we acquire. 


ARE THEY IN MANUFACTURING? 


ARE THEY IN ROLLING STOCK? 














ARE THEY IN PROFIT? 


Every year since 1967, we have increased profit before tax, 
net profit and dividend per share. 

With a fine team of managers, professional and entre- 
preneurial, we're following a well-defined expansion strategy: 
developing our core operating groups in appropriate world 
markets. To the benefits of shareholders, customers, employees 
and the communities in which we operate. 

Our name may not be as visible as some. But it's well 


worth looking into. m 


Australian National Industries Limited. 





For further information phone 01-638 9571 or write to 
Debbie Potts, Dewe Rogerson Limited, 34 London Wall 
Buildings, London Wall, London EC2M 5SY. 


The contents of this advertisment for which the Directors of ANI Limited are solely responsible, have been approved for the purposes of the 
Financial Services Act 1986 by Moore Stephens as an authorised person. 
The rules of the SIB require a statement that past performance is not necessarily a guide to the future. 
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! ih international Conference o on 
Innovation and | 


[Regional Development - 
| Berlin, 1-2 December, 1988 















































see 060050986090699 


Commission of the European 


HE Communities, Directorate-General — M 
| : Regional Policy, Brussels z 
" The Governing Mayor of Berlin 


CONFERENCE THEMES: 

@ Regional development potential and strategies for n 
strengthening regional innovation capacities 
@ instruments of innovation-oriented regional policies 
@ Policies for regional development at the various admini- 
strative levels and questions of institutional organisation 

| € indigenous strategies and their application in regions with 
| differing structural development 


"ORGANIZERS: 
EBN European Business and moce Centre Network, 


Brussels 


innovation and Industrial Information, Luxembourg 
TU Technical University of Berlin, Inst. for Economics 
TVA Technology Transfer Agency Berlin 


For further informations please contact the 
COORDINATOR'S OFFICE: 
Technologie-Vermittlungs-Agentur Berlin e,V. (TVA) 

Attn.: Mr. Gessner 

| Kleiststrasse 23-26 - D- 1000 Berlin 30. 

Phone: (30) 2100 03 30/21 0003 53: Telefax: (30) 31 08 07 


REGISTRATION DEADLINE: 11th November, boul 
REGISTRATION FEE: 700 — DM | 
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- Senior Manag 
Development 








Under the auspices and with the support of - 4 


TH European Association for the Transfer of Technologies, 







BS... Templeton College 


[ d The Oxford Centre for Management Studies — Oxford OX! SNY 


Ox ford 


The Oxford 
gers 


Programme 


8 January — 10 March 1989 


: Course Directors: Roger Undy, Bob Vause 


The Senior Managers Development Programme 
is a nine-week residential programme for 
experienced managers of high potential. The 
programme design recognises the diverse needs 


.. Of participants with different backgrounds, jobs 
: and organisational settings. It is-unique in the 
- extent to which it encourages managers to 


pursue their own professional goals ‘and 


.* objectives within the context of a programme 
which extends their general understanding of 
^ management. 


The b iid is divided into two "R 


Part 1 — -THE CORE . 


E _The five- week CORE peri iod covers Accounting 





ance, Human Resource Management, 
nent information, Marketing and 


< Strategic. Management. The review of the 


Business Environment includes the impact of 


. . .technological developments on economic 
“performance. Perspectives on Management cuts 

C across traditional functional and discipline 
"boundaries to debate the nature of management. 


“Part 2 — THE OPTIONS 


The unique four-week OPTIONS period offers 
participants the opportunity to shape and 
manage their own learning. They are able to do 
this with the help of a tutor who arranges 
individual tutorials, visits and study periods on 
specific topics of interest. The ability to combine 
scheduled group sessions and individual study 
provides. sufficient flexibility for participants to 
satisfy a wide range of individual needs. 


Price: £8750 + VAT Residential 


For further details please contact 
Mrs M Farnes 

Telephone (0865) 735422 

Telex 83147 attn TEMCOL 
Telecopier (0865) 736374 









a silly row over what the party should call 
itself. The leadership said that “Social and 
Liberal Democrats", though fine for a full 
name, was too much of a mouthful for every- 
day use. Yet “SLD” was too easily confused 
with "spP", and too quickly turned, by 
wicked sub-editors, to "the salads". So the 
party needed a new short name for the head- 
lines. The leadership recommended 
"Democrats". 

This was bound to stick in the throats of 
former Liberals, loth to drop their beloved 
name after 150 years. Moreover, many had 
joined the new party on the assurance that 
the word "Liberal" would remain in the 
name. Of the party's 17 former Liberal MPs, 
only the new leader, Mr Paddy Ashdown, 
wanted the change. 

But the party executive was determined 
that the new party should not be seen as a 
Liberal party mark II. Nobody actually said 
so in the conference hall, but the name 

| iberal" carries the unmistakable echo of 
lure. After a long and emotional debate, 
the delegates backed Mr Ashdown. There 
the matter should have ended, but won't: in 
Parliament the party will still be known as 
the Social and Liberal Democrats; and indi- 
vidual constituencies will be allowed to call 
themselves almost anything they like. Mr 
Ashdown has allowed the ambiguity to per- 
sist, even though he can hardly have wanted 
his first party conference to seem absorbed 
with matters that motivate his activists but 
are of profound indifference to the floating 
voters he is trying to woo. 

The name aside, Mr Ashdown's party 
wants to be led; too often, the old Liberal 
party seemed to resent its leader and mem- 
bers of Parliament. In return, his behaviour 
is ostentatiously democratic—always acces- 
sible to party members, staying up late in the 
conference hotel bar with them. And he has 
strong views about what sort of party the 
Democrats should be. 

His closing speech mapped out these 
views. Where Dr Owen, in Torquay, praised 
the social market economy, Mr Ashdown 
described it. The Democrats, he said, should 
be unambiguously pro-market, in favour of 
wealth creation and economic growth. On 
the other hand, he sees a greater role for 
government intervention to correct market 
imperfections than does Mrs Thatcher. If, 
say, the free market does not stop industry 
from polluting the air or water, then govern- 
ment should do something about it. Many 
economists, who know what an externality 
is, would agree. The new party will be bright 
green at the edges, but hopes to hit on a sort 
of environmentalism that can pay. Energy 
conservation can save money; information- 
based industries, as well as suiting Britain's 
talents, belch less into the air than metal- 
bashing factories. 

Mr Ashdown thinks that Mrs Thatcher 
is most vulnerable on what she might have 
thought to have been her strengths. As a 
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Owenite by another name 


means of benefiting the consumer, he thinks 
that competition should have been used far 
more than it has been. Nationalised indus- 
tries may have been privatised, but they are 
still monoliths. The state should be an 
enabler for its citizens and a quality-control- 
ler of the services to which they are entitled. 
In an idea derived from recent work by Mr 
Ralf Dahrendorf, a liberal German now 
based in Oxford, he thinks that the state 
should stress rights to which people are enti- 
tled as citizens—freedom of information, 
more power over their lives through 
decentralisation. 

This sounds fine, but may be too aca- 
demic to be the selling point for a party that 
is languishing at around 1096 in the polls, 
less than half what the Alliance won at the 
last election. In Britain a third party needs 
to claim the loyalty of at least a quarter of 
the electorate to be taken seriously. 

For Mr Ashdown to begin to achieve 
that, he needs to win more authority in Par- 
liament. He lacks confidence there, and 
does not have an impressive band of Mrs be- 
hind him. Dr Owen has a gift for seizing a 
topical issue and saying something different 
about it. Mr Ashdown tried that at his con- 
ference: he called for an autumn mini-bud- 
get to curb excessive demand, and the intro- 
duction of new controls on bank mortgage- 
lending. Neither thought sounds different 
enough to stick in the memory. 

Mr Ashdown's fundamental difficulty is 
with Dr Owen. Backed by his party, the 
Democrats’ leader is determined not to do 
deals with the spp rump. He says his party 
did not go through 18 months of anguish 
over the merger in order to end up at the 
next election with two parties, two leaders 
and two sets of policies all over again. 

Yet, without pacts, the two parties will 
simply split the centre vote—which often 
lets in a Labour or Tory candidate. Mr 
Ashdown's only hope is to persuade vot- 
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ers—preferably between now and me. 
May's local elections—that the Democrats. 
are the only viable centre party. If he 


achieves that, he may also be able to woo 
back many of Dr Owen's spp members. Lis- 


tening to him preach the virtues of market - 


economics, nuclear defence and civil liber- 
ties, some QOwenites must have been 
tempted. 





Sir Lawrie Barratt 


Court builder 


HE man who built houses for Margaret 


Thatcher and her people has an- 


nounced his retirement. At the end of the 


year, aged 60, Sir Lawrie Barratt will step. 
down as chairman and chief executive of the 
firm he has run for 30 years, Barratt Devel- 
opments. Barratt is best known for having — 
helped thousands of low-income families 
buy their first home, and more recently for 
building the high-income Thatchers their 
last one. But Sir Lawrie, a hard-headed 
northerner whose business success bred a 
sense of social mission, would prefer to be 
seen as the man who made the building in- 
dustry think about what its cons a 
wanted. 


tried to pay more attention to what house- - 


i- 


Í 
In designing homes, Barratt has always ! 


wives tell market researchers than to the s 


whims of architects. But its greatest innova- 
tion was to build according to the size of 
husbands’ wallets. When the company was 
set up, in 1958, only two householders in 
five owned their homes; now it is two in 


three. In pioneering starter homes for some 


of those extra buyers, Barratt calculated 


what an ordinary couple in their late 20s - 


could afford, and built small, no-frills houses 
on a large scale. The company also helped 
persuade more people to become home- 


owners by arranging their mortgages. Pack- 


ages combining several aspects of 
housebuying have become commonplace, 
but Barratt was selling them in the early 
1970s. 

Packaged housing can have disad- 
vantages. Unlike packaged peas, it often 
needs to be resold secondhand. In 1984 a 
television programme, “World in Action” 
claimed that some people trying to EI 


Barratt homes, which they had bought on - 


10096 mortgages, were unable to get what 
they had paid for them, because the fridges 
and other fittings included in the original 
price had depreciated. Along with another 
"World in Action" report, criticising the 
timber-frame method of construction used 
by Barratt, that seriously damaged the com- 
pany's reputation, and sent its shares plum- 
meting (see chart on page 67). 

Only by abandoning timber-frame and 
moving upmarket has the company recov- 
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BRITAIN 


Military mandarins 








In the Ministry of Defence, civil servants and military men work side 
by side, united mainly x Soe difficulties of making ends meet. The 


latest article in a series on 


MAGINE a health department where 

half the administrators were doctors 
and nurses, or an education department 
partly staffed by schoolteachers. Impossi- 
ble? No: Britain’s Ministry of Defence, 
like defence ministries everywhere, is run 
partly by civil servants and partly by mili- 
tary officers. 

In terms of total numbers employed 
throughout the country, the MOD is 
Whitehall’s largest department, employ- 
ing 143,000 people (including 54,000 in- 
dustrial staff). The ministry likes to think 
of itself as an operational headquarters, 
which it is, technically. But in peacetime 
its chief role is a cockpit where the three 
armed services argue, intrigue and bar- 
gain, mainly about money. 

Most of the department's energy and 
initiatives come from the military officers; 
the civil servants review, refine, comment 
and inject political realism. This restraint 
can be frustrating to the soldiers and sail- 
ors, but it can also help. In the words of 
one senior officer: "Once your arguments 
have convinced them, the civilians can be 
powerful allies; they know how to push 
the buttons." 

As for military men, one top civilian 
characterises them thus: 

They are terribly refreshing, and they are 
absolutely dedicated. Many of them are 
bright. But the services are different. If you 
give a navy man a problem, he is likely to 
make a decision and start carrying it out at 
once, never looking back. An airman would 
want to take advice from 20 people before 
doing anything. A soldier might decide 
something, but would immediately convene 
a staff meeting and ask for papers examining 
the possible fallout from what he had done. 


Knocking heads together 


Government ministers see defence as the 
most difficult of all departments to man- 
age. It is packed with people with en- 
trenched interests who want to sell their 
ideas instead of listen to a minister's. 
Compared with other departments, in- 
formation is easy to get, but co-operation 
hard to come by. Ministerial initiatives 
usually hit the solid rock of: “We consid- 
ered that years ago, and it won't work". 
All defence ministers hope to calm the 
tension between the services and to get 
them to co-operate better. In 1981 Mr 
(now Sir) John Nott removed his four ju- 
nior ministers from the individual services 
and assigned two of them to procurement 
and two to the armed forces collectively. 


— 
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hitehall looks at their uneasy cohabitation 


In 1984 Mr Michael Heseltine went fur- 
ther. He reorganised the department ex- 
tensively, cutting down the individual ser- 
vice staffs and giving the central staff, the 
so-called "purple-suiters", a. lot more 
clout. Although many senior people op- 
posed Mr  Heseltine's centralised 
organisation at first, the ministry has 
more or less got used to working with it. It 
has not yet been put to the test of a mili- 
tary confrontation or a dire shortage of 
money. That may come. 

Meanwhile, the in-fighting goes on. 
Much of the authority for determining 
what sort of new equipment should be 
bought has been transferred to the central 
staff. But it is still mainly airmen who deal 
with aeroplanes, soldiers with tanks and 
sailors with ships. Nevertheless, the ser- 
vices have had to be more open with each 
other about their thinking and justifica- 
tions for forces, and the arguments have 
become a bit more rational. Many dis- 
putes are now resolved at lower levels 
than before. 

One thing has helped. In the past, only 
a foolhardy central-staff officer would not 
back the view of his own service when it 
came to an argument about costs; other- 
wise he was punished when he left by be- 


Now for the paper-clips 








ing sent to a dead-end job. Now the minis- 
try takes steps to ensure that does not 
happen. 

The Mop’s top civilian, the permanent 
undersecretary, has always had less au- 
thority than his opposite numbers in the 
other large departments, because his con- 
trol over the military bureaucracy is lim- 
ited, and over the operational parts of the 
services almost non-existent. His main 
responsibility has been for spending and 
planning decisions. But the chief of the 
defence staff is his equal in the 
organisation. Since the Heseltine 
reorganisation, the chief of staff has more 
to say on money than he did before; he is 
the main military adviser to the secretary 
of state and the prime minister; and he is 
now free to present his own judgment on 
issues such as weapons procurement or 
spending. Before the centralisation, he 
acted simply as chairman of a committee 
of individual service chiefs, presenting 
their compromise views. 

The present permanent undersec- 
retary, Sir Michael Quinlan, is quiet, inci- 
sive and efficient. Of his two predecessors, 
Sir Clive Whitmore was a meticulous ad- 
ministrator and Sir Frank Cooper a 
swashbuckling political operator. Sir Mi- 
chael is a planner. As the deputy under- 
secretary for policy when the decision to 
buy Trident was taken, he probably had 
more to do with that decision and with 
selling it to Parliament and the prime min- 
ister than any other person. The chief of 
the defence staff is Sir John Fieldhouse, a 
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crusty old sailor whom the prime minis- 


ter grew to like during the Falklands War, 


when he was effectively commander-in- 
chief of the operations. 


Side by side 
In the middle ranks of the ministry, civil 
servants are often irritated by the better 
deal enjoyed by the military men who 
work alongside them. Officers get higher 
pay and better fringe benefits (such as 
school allowances). And the civilians 
envy the better "man management" 
practised by military personnel depart- 
ments, which give people plenty of warn- 
ing before sending them abroad. 

For military officers, coming into the 


MOD for the first time often causes cul . 


ture shock. After commanding an 
armoured brigade, a fighter base or a de- 
stroyer, they often find their morale 
1-5ps “to about one on a scale of ten”, as 
urvivor puts it. Often the biggest blow 
is the lukewarm support from the scarce 
and underpaid junior clerical workers, 
most of whom are far cries from the 
perky young sergeants and seamen they 
are used to. And the huge, crowded, im- 
personal building with its small offices 
and cheap metal furniture can make men 


wonder if they are being punished in- 


stead of moved up the ladder. 


But there are rewards. Good work at- 


tracts the attention of senior officers. 


Most officers get home nearly every 
night, and London has more to offer 


than a barracks town in Germany. And 


although the hours can be long during. 


the week, work tends to stop cany, on 
Friday. 

For the ministry as a whole, the ene- 
my is the Treasury. As the MOD sees it, 


defence spending is made necessary not . | 
by a government decision, but by the . 


eat to the country. The Treasury, 


...Jugh, tends to treat defence as just ane. || 


other greedy spending department. The 


ministry moves from one cash squeeze to- - 
another. In 1981. Mr Nott ordered big 


cuts in the navy to make the ministry's 
spending plans add up. Then came the 
Falklands war, and the cuts were re- 
stored, 

The dilemma has not gone away. The 
MOD has saved some cash by cutting staff 
more heavily than any other department: 
since 1985 11% of civilians and 7% of 


military have been shed from the central - 


establishment in London. Unless Mr 


Younger can prise a lot more money out. 
of the Treasury, more defence cuts will be — 


needed. He faces a series of spending de- 


cisions in the next year that will hurt at. 
least one of the services badly. That will- 
test to the full the ability of military men | 


and mandarins to work together. 
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^-a record pre-tax pro 


of its homes to first-time buyers; now it is 
28%. Barratt's hallmark is no longer the 
starter-home, but its aptly named “premier 
range", from which Mr and Mrs Thatcher 
bought their retirement home in Dulwich. 
There were good reasons other than adverse 
publicity for switching from starter homes. 
The flood of first-time buyers of the early 
1980s is subsiding, and Sir Lawrie wants to 
build for people who are now trading up to 
something better. More worryingly, land 
prices have risen sharply. As a result, it is 
increasingly — difficult—especially in the 
south-east—to build even tiny homes which 
are affordable to young couples on average 
incomes. 

The shortage of greenfield sites has led 
builders to look increasingly to the redevel- 
opment of inner cities. The fall in the num- 
ber of first-time buyers has encouraged them. 
to take an interest in the government's plans 
to expand private renting. Barratt has got 
early into both these markets, which Sir 
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„Lawrie reckons have better long-term pros- 


pects than building for sale on greenfield 
sites, even though they yield lower returns. 
In one partnership ‘scheme—-with Halifax 
Building Society, Notting Hill Housing 
Association and Ealing borough council— 
Barratt is building the largest privately fi- 
nanced rented-housing development since 
the 1930s. 

Such partnerships bring further favour 
with the government, but also further con- 
troversy. In one of the earliest schemes, on a 
local-council estate in Bethnal Green, East 
London, some existing tenants protested 
loudly that they were being pushed aside so 


_ that their homes could be redeveloped and 


sold off. That has not so far deterred Sir 
Lawrie. In retirement he will continue to ad- 
vise his company on how to build. houses 
which keep ups with the latest social trends. 
Lene | 
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Ob) actionable 


HE last public inquiry into the build 

of a nuclear-power station, at Sizewel 
took four years and cost more than £25m 
angered both the Central Electricity Gene 
ating Board (CEG), which estimates that the 
delay to the station cost about £100m, and 
objectors who could not afford to follow the 
full 340 days of hearings. The inquiry spent 
nearly two years writing its report, during - 
which time Chernobyl blew up and oil 
prices collapsed. Those events affected the 
case for the pressurised-water reactor (PWR), 
but could not legally be taken into account. 
Now a second inquiry into a proposed PWR, 
Hinkley Point c, has begun. It looks like suf- 
fering from many of the Sizewell inquiry 
short-comings and long-goings-on. 

It need not. So says a team of researc! 
ers from the University of East Anglia. I 
new book* they discuss several ways to mal 
big public inquiries work better: $ 
@ At the start of an inquiry better gover 








tment guidance on the broad framework 


policy would speed it up. Otherwise, inq 
ries waste time trying to make policy wh 
governments are reluctant to say what th 
is. The merits of policy as it applied to. sr 
cific questions could still be debated. — . 











for lawyers) should be paid by proponen 
Sizewell failed to command public con 
dence because the objectors had much 
cash than supporters. 
@ Inquiries needs to be less formal. The r 
searchers commend the side-room meetings 
between participants that were used. 
Sizewell to sort out detailed controversies. 
One alternative to mammoth inquiri. 
is the parliamentary bill. The governme 
used this approach to hurry through t 
plans for the Channel Tunnel. The team 
from East Anglia does not think this proce 
dure is as good as a public inquiry. It does 
not always allow for the systematic consider- 
ation of objections; busy members of Parlia- 
ment may not give it enough time; and local: 
authorities end up being cut out of planning 
altogether. i 
The government once hoped that the 
inquiry into Hinkley Point c would learn 
from Sizewell's mistakes by considering only . 
local matters. It now appears that Hinkley 
will also look at the need for the station, its 
efficiency and its safety as well as the plans Q 
the CEGB for dealing with radioactive wast 
and for evacuating local people during acci 
dents. The inspector, Mr Michael Barnes 
QC, will hear some 800 objectors in persot 
and read through a pile of 10,000 letters 








* "Sizewell B: An Anatomy of the Inquiry", by Timoth 
O'Riordan, Ray Kemp and Michael Purdue, Macmilla 
Press, £45. : 


67 





———_ F F 


BRITAIN 








oee Ur O O O a 


from others who, mercifully, chose to object 
only by post. The objectors include many fa- 
miliar faces from Sizewell, such as the Town 
and Country Planning Association, the 
Council for the Preservation of Rural Eng- 
land, and Friends of the Earth. A newcomer 
is Greenpeace, which has left its rubber din- 
ghies to take the witness stand. And the lo- 
cal authorities, which at Sizewell welcomed 
the plant, at Hinkley will oppose it. 

Far from being clearly set out, the policy 
framework has been complicated by the pro- 
posed privatisation of the electricity indus- 
try (see page 61). That leaves the CEGB mak- 
ing promises that can be delivered only by 
its (private) successor, “Big c”. The govern- 
ment still prefers not to finance objectors, 
and has changed the inquiry rules to allow 
the inspector to reject, without fear of court 
challenge, evidence that he thinks is repeti- 
tive or irrelevant. More time will be saved by 
the inspector’s decision not to have wit- 
nesses read out ‘their main evidence: at 
Sizewell, that took the first 40 days of hear- 
ings. Even so, Hinkley Point c will be an- 
other blockbuster. Plan on waiting at least a 
year for an outcome. 





Disabled 


A multitude 


DE YOU find this story hard to read 
(the words, not the style) even with 
glasses? Then you could fall into the first cat- 
egory of disabled people, according to a new 
survey* commissioned by the government 
from the Office of Population Censuses and 
Surveys (orcs). The survey, the first of its 
kind since 1969, was designed to gather in- 
formation about as many disabled people as 
possible. It concluded that some 6m adult 
Britons—rather more than one in ten—suf- 
fer from at least one significant disability. 
That figure, though it is almost double 
the 1969 estimate, is in line with earlier esti- 
mates by pressure groups. It is also similar to 
numbers in other countries. The minister 
for the disabled, Mr Nicholas Scott, is at 
pains to say that he does not find the new 
number surprising, and to emphasise that 
many of the 2m people in the two lowest cat- 
egories of disability would not normally 
need or expect any help from government. 
Nevertheless the OPCS survey is spread- 
ing alarm through Whitehall—an alarm 
that will intensify when the next two vol- 
umes of the survey, covering the financial 
position of the disabled and the services 
they get, are published. Two points have be- 
come clear in the past decade. One is that 
disability particularly affects the old. Nearly 
half the 6m disabled, and nearly two-thirds 


*opcs surveys of disability in Great Britain: report 1, the 
prevalence of disability among adults. «so, £10.70 
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of those in the two most severe categories of 
disability, are over 70, a rapidly increasing 
age-group. 

The second point is that disabled people 
increasingly take up welfare benefits to 
which they are entitled. Social-security 
spending on the disabled has risen by more 
than 8096 in real terms since 1979. Almost 
all of that is higher take-up: the Tories have 
not been generous about pushing up the 
real value of benefits. 

More old people and higher take-up will 
inevitably increase spending on the dis 
abled. Yet the orcs financial survey is likely 
to show that many disabled people live in 
serious poverty. Its review of services is likely 
to support a study by the King's Fund earlier 
this year. It said the services were patchy, 
badly co-ordinated and varied wildly from 
one area to another. Part of its proposed so- 
lution would involve more money. 

Mr Scott, not surprisingly, says that he 
wants time—to study the reports, and con- 





Lots more like her 


sult as many people as possible. That was the 
excuse used to omit benefits for the disabled 
from the government's social-security re- 
view. What he really means is that the Trea- 
sury must be persuaded to cough up extra 
cash. Ironically, Mr Scott’s predecessor as 
minister for the disabled, Mr John Major, is 
now guarding the Treasury's purse-strings. 
How to release them? The last of the 
OPCS studies will be published next summer. 
Changes that might flow from them will 
probably take at least two years—leading to 
summer 1991, a likely date for the next elec- 
tion. As Mr Scott may remind the Treasury, 
almost all the 6m disabled have votes. 





Museum management 


A better way 


N it comes to the way many of 

Britain's museums are run, Sir Philip 
Goodhart, a Conservative member of Par- 
liament, calls himself an “angry consumer". 
He is annoyed by partly closed galleries and 


apathetic attendants, who come to life only 
at closing time when they shoo vistors to- 
wards the exits. In a report just published by 
the Bow Group, a Tory fringe group, Sir 
Philip makes sensible suggestions: 

e Museums and galleries should be given 
the power to manage their own staff, whose 
pay and conditions should no longer be 
linked to those of the civil service. 

e Purchase grants—frozen at £9m a year 
since 1985—should be abolished and the 
money earmarked for the conservation and 
maintenance of the existing collections. The 
acquisition of new treasures should depend 
on private support, with government help 
to enable capital to be raised in the City. 

e Acquisition policy should rest in the 
hands of the trustees. They should be al- 
lowed to keep the money they make on ad- 
mission charges or commercial activities to 
help finance new purchases. They should 
also be free to sell off some of their collec- 
tions in order to acquire new works of art 

e A Museum Training Commission—n 
ommended by Sir John Hale, an academic, 
in 1987—should be set up at the British Mu- 
seum. The museum would also take over the 
financing of the 21 university museums 
from the University Grants Committee. 
They would become “outstations” of the 
British Museum. 

A report by the National Audit Office 
earlier this year attacked the way London's 
big museums are managed. But the museum 
world digs in its heels at the slightest hint of 
change. Mrs Elizabeth Esteve-Coll, the new 
director of the Victoria and Albert Museum 
in South Kensington, firmly believes that 
the acquisiton of “heritage” objects should 
be the responsibility of the government-f- 
nanced National Arts Collection Fund and 
the National Heritage Memorial Fund. 
Other museum directors agree, even when 
they cannot care properly for what they al- 
ready have. 

Museum trustees say the last thing tl 
want is to have to decide whether to disp 
of superfluous works of art. Last year Sir De- 
nis Mahon, an art historian who has prom- 
ised his priceless collection of seventeenth- 
century Italian masters to the National 
Gallery, said he would “reconsider” his of- 
fer if proposals to give powers to the Na- 
tional Gallery to sell pictures went ahead. 
Sir Denis is nervously reading Sir Philip's 
pamphlet. 

Sir Philip thinks his first proposal is the 
one most likely to gain popular support. If 
museums are to be fully open and for longer 
hours, they need more staff. If there were no 
restrictions on recruiting, students from 
universities and art colleges could work as 
extra attendants. A less rigid hierarchy 
might also encourage more enthusiasm and 
efficiency among staff. Even if the museum 
directors approved of such a change, the 
civil-service unions would probably resist it. 


DOS crc —— E 


THE ECONOMIST OCTOBER 1 1988 





SINESS THIS W 


WEEK 





Wallflowers 


The 10,000 or so moneymen 
at the annual meeting of the 
IMF and the World Bank heard 
various proposals for banks 
and governments to forgive 
third-world debt. The big 
disagreements were not over 
whether borrowers should be 
let off the hook, but which 
ones and how. 


Japan unveiled its plan for 
anks to securitise their 
third-world loans at a dis- 
count. It also demanded.more 
influence over the IMF. It has 
the second-biggest economy 
(behind America's) but ranks 
only fifth in voting clout at 
the Fund— behind Britain, 
France and West Germany. 


The European Commission 
recommended the imposition 
of anti-dumping duties on 
photo-copiers from Konica, 
Matsushita and Toshiba. Ac- 
cording to the commission, 
nearly all the components for 
the photo-copiers.come from 
Japan and are assembled at 
“screwdriver” plants in Euro- 
pean countries. 


Comeback trail 


addere dd i 
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The output of Britain's car in- 
dustry has risen back to the 
pre-recession levels of the mid 
1970s, with the help of the 
new factories opened by 

Nissan of Japan and Pouget 
of France. 





Takeover news 


Tate & Lyle, a British sugar 
group, is set to buy Amstar 
Sugar, America’s biggest cane 
refiner, for $305m. In May 
Tate bought Staley Continen- 
tal, an American corn-syrup 
maker, for $1.4 billion. This 
binge will make Tate Ameri- 
ca's biggest sugar processor. 


Macmillan, a New York pub- 
lisher, has accepted a $2.6 bil- 
lion offer from Kohlberg 
Kravis Roberts, an American 
buyout specialist. The offer, a 
mixture of cash and junk 
bonds, is only a sliver higher 
than the all-cash bid made by 
Robert Maxwell, a British 
publisher. Mr Maxwell is 
fighting back through the 


courts. 





Paris bankers are trying to 
organise a syndicate of film- 
loving investors to deny 
Pathé Cinéma to Sasea, a 
Swiss firm which recently 
bought 42% of Rivaud, 
Pathé's controlling 
shareholder. 


In the courts 


The European Court of o f Jus- 
tice has backed the EEcC's right 
to pursue and fine non-Com- 
munity companies which form 
cartels. The court ruled that 
the decisive factor was the 
place where the anti-competi- 
tive practice occurred. 


CSR, an Australian industrial 
group, threatened to take the 
Western Australian State 
Goverment Insurance Com- 
mission to court following the 
latter’s withdrawal of its insur- 
ance cover of the company, 
CSR faces total claims of 


around A$50m ($39m) from 
victims of asbestos-related 
diseases. 


Irving Bank filed a suit 
against the Bank of New York, 
which wants to acquire Irving. 
The suit claims that Bank of 
New York ought to have re- 
vealed that it was in talks with 
Banca Commerciale Italiana, 
Irving's erstwhile “white 
knight". 


People 





Berthold Beitz, ihe 15-year-old 
chairman of the supervisory 
board of Krupp, announced 
that West Germany's privately 
owned industrial giant may 
seek a partial flotation. Mr 
Beitz, who has run Krupp 
since 1967, expects to retire in 
the near future—but intends 
to stay on as chairman of the 
Trustees of the Alfried Krupp 
Foundation, which owns 7596 
of the company. 


France's Socialist government 
has replaced Jacques 
Friedmann, a friend of Jac- 
ques Chirac, the former con- 
servative prime minister, as 
chairman of Air France. His 
successor is Bernard Attali. 


Government contracts 


France-Telecom, the govern- 
ment-owned telephone au- 
thority, has given two interna- 
tional consortia, led by Matra 
and Alcatel, permission to de- 
velop a digital car-telephone 
system in France. 


Italimpianti, Italy's state- 
owned industrial group, is 


joining forces with the Ven- 
ezuelan government to build a 
$870m aluminium plant. Part 
of the financing will come 
from a debt-to-equity swap. 
The Italian government is 
planning more joint-ventures 
in South America. 


Scorecard 


Italy’s two "renaissance indus- | - 
tries", cars and computers, | 
seem to be parting ways. 

pre-tax profits rose 2196 to 2. " 
trillion lire ($1.8 billion) in the 
first six months as it reaped — | 
the rewards of its automation ' 
programme. But Olivetti, the 
computer group, is engaged i in | 
a big restructuring following _ 
poor results for the first half 

of 1988. Pre-tax profits E 
dropped 23% to 171. 3 billion | 


lire. 


^. 
| 
| 
John Elliott's Elders ix. | 
bragged that it was oe 
biggest company after acqui- 
sitions helped increase its sales — 

for the year to June by 45% to 
A$15.4 billion ($11.2 eis 

The brewing and agribusiness | 
group's pre-tax profits were 

72% higher at A$685m. 


Progress? 





The gap between rich and 
poor Britons, coupled with 
the rise of the executive wife, 
is boosting both supply and 
demand for domestic servants. | - 
The Cookham group of young 
British management consul- 
tants forecasts that, by the end 
of this century, British families 
will have made nannies, cooks 
and cleaners a growth 
industry. 
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erformance 
ntinues" 


Brian Loton, Managing Director and Chief Executive Officer 


First quarter earnings were 19 cents per 
share, up 28% over last year? 
Operating revenue was $2611 million, 


up 8%. 


Group profit for the quarter, after 


minority interests and before extraordinary 


items. increased by 4% to $243 million''. 





| EARNINGS PER SHARE* 


| 1988 19 cents 














- 


| OPERATING REVENUE* Un 
[pe seria] 
| [1987 3; -.$2423M| 














DIVIDEND 


The Directors are pleased to announce 
a November half vear dividend of 17 cents 
franked. This 


favourably with the 15 cents a share paid 


a share fully compares 


previously and reflects an ongoing commit- 


ment to improve returns to shareholders. 
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PETROLEUM 
Oil profits were strong despite lower 
average world oil prices in the quarter. An 
increase in Timor Sea crude oil production 
partly made up for declining production from 


Bass Strait. 


MINERALS 


The quarter benefitted from higher 
prices for non-ferrous metals and increased 
production of gold. Lower Australian tax rates 
helped offset adverse exchange rate effects. 
Lower operating costs and interest expense 


also contributed. 


STEEL 


BHP is meeting its commitment to 
improve the productivity of the Steel Group. 
Better plant operations and modernisation 
have lowered costs and lifted both production 


and profitability. 








CORPORATE ITEMS 


Increased interest expense ass ciated 
with the corporate restructure was partly offset 


by increased dividend receipts. 





| Business Unit contribution | 
to Group profit ': 


Quarter ended Quarter ended | 
August 1987 August 1988 





$m $m 
Petroleum 101 80 
Minerals 83 90 
Steel 10 93 | 
| Corporate Items 15 (11) 
$239 $252 | 


* Figures for quarter ended August 31. Before minority 


tTAII figures in $A 


interests 


For further information, please contact 
Belcher, BHP Relations 
Department, 33 Cavendish Square, London 


WIM 9HF. 


€» BHP 


Australia’s international Resources Enterprise 


Brian Investor 
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BUSINESS 


The dollar’s Berlin Wall 


WEST BERLIN 


A THE annual meetings of the MF and 
World Bank in West Berlin, the fi- 
nance ministers of the big industrial coun- 
tries gathered to celebrate a remarkable fact: 
the output of their economies this year will 
be roughly 496 higher than in 1987. It is a 
larger rise than the politicians might have 
hoped for even if Black Monday had never 

ppened. The world economy's success in 

"ugging off last October's crash is excel- 
lent building material. Aptly enough, the 
ministers have used it to put a wall between 
the folks back home and one or two incon- 
venient economic realities. 

The imr’s forecasters expect America's 
GDP to be 4% higher in 1988 than in 1987; 
their previously published forecasts (of last 
April) predicted growth of 2.996. Japan's 
present growth rate makes that seem slug- 
gish. Its GDP is expected to grow by 5.896 
this year, up from 4.296 in 1987, and com- 
pared with the earlier forecast for 1988 of 
4.196. If that proves correct, in 1988 Japan's 
economy will achieve its fastest 
growth rate of the 1980s—blithely ig- 
noring not just the crash (which was, 
admittedly, muted in Tokyo) but also 
the appreciation of the yen since 1985 
(which has been anything but muted, 
and would have proved disastrous for 
the international competitiveness of 

iost any other country). Even the 
ax weoach of the three big economies, 
West Germany, should manage to 
grow by a perfectly respectable 2.9% 
this year, against the 1.796 that the 
IMF's economists had pencilled in six 
months ago. 

All this has been achieved in the 
sixth year of the industrial countries' 
current expansion—the longest re- 
covery since the second world war. 
The 1970s saw two recoveries; they 
fizzled out in their third and fifth 
years, respectively. There is another 
welcome difference between then and 
now: inflation is lower. True, it is edg- 
ing up but—so far, anyway—it seems 
to pose no great threat. That matters, 
because rising inflation could force a 
tightening of monetary policy that 
would be the beginning of the end of 
the good times. 

Are the finance ministers' smiles 
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justified? Partly, yes. The durability of this 
expansion—in the face both of its natural 
aging and of unnatural stockmarket col- 
lapses—is something they can take credit 
for. The IMF's economists talk of structural 
reforms “which have improved flexibility in 
both national and international markets”. 
The integration of world capital markets, for 
example, may have mitigated the side-effects 
of fiscal laxity (especially America’s) by 
spreading them around. Labour markets, 
too, are arguably more flexible than before; 
as a result, swings in exchange rates and the 
prices of raw materials have had a less dis- 
ruptive effect on output and jobs than they 
would otherwise have had. Governments 
have encouraged both sorts of flexibility by 
deregulating financial markets and by un- 
dermining the power of trade unions. 

In other ways, though, the finance min- 
isters are taking unnecessary chances. For 
them the most pressing risk—and the one 
they were most determined to hide at the 








A rosier view 
IMF forecasts of real GDP growth, 1988 






Fund-Bank meetings—is that another spell 
of currency instability might be looming. 
This is both an economic danger and, for 
most of the governments of the group of 
seven biggest industrial economies, a politi- 
cal one. 

The economic worry is that a renewed 
rise in the dollar would be unsustainable. As 
the currency climbed it would force infla- 
tion higher in the countries that trade 
heavily with America; if it then collapsed it 
might force interest rates all over the world 
back up to recession-inducing heights. The 
political worry for the mostly conser- 
vative governments that make up the 
G7 is obvious: a spell of financial-mar- 
ket instability just before America's 
presidential election would damage 
the chances of Mr George ("No tax 
increases") Bush, the man that most 
of them hope will win. 

The political imperative explains 
why little was heard of the economic 
one. The main source of currency in- 
stability is, as ever, America's budget 
deficit. America's new Treasury secre- 
tary, the all-but-invisible Mr Nicholas 
Brady, emerged briefly from his hid- 
ing place to promise, as tradition de- 
mands, that prompt action will be 
taken next year. The other ministers 
gave their ritual response: "Yes, 
please do". Their tone, as always, was 
advisory not accusatory, in contrast 
to the way in which they denounce 
bad fiscal policy in the developing 
countries (which, incidentally, hurts 
mainly the countries concerned, not 
the world economy at large). 

The new IMF forecasts stress the 
danger that America will keep its cur- 
rent-account deficit too big, which in 
turn will mean that the country must 
carry on borrowing from abroad. The 
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Fund's published forecast shows America’s 


external deficit falling from $154 billion in 
1987 to $129 billion in 1988. Next year the 
forecast figure is exactly the same. Beyond 
that, though the later figures are not pub- 
lished, the deficit is expected to start rising 
again. The improvement in the visible trade 


. balance may gradually come to an end, and 


higher interest payments on America's 
growing foreign debt start pushing the cur- 
rent-account deficit up. 

By 1991, on present policies, that deficit 


.. could be back up to $160 billion or more. 
= This might even understate the difficulties 


that lie ahead for America. If che dollar ap- 
preciates further over the next few months, 
America's underlying trade balance will 


start to worsen again. 


. Strengthen the IMF 


All along, economic co-operation among 
the G7 has really been a matter of helping 
America to avoid changing its fiscal policy, 
rather than the opposite. Because of their 
timing, the meetings in Berlin could hardly 
have proved the exception. What of the 
future? The IMF's managing director, Mr 


—. Michel Camdessus, is an engaging and out- 


spoken man—a more effective manipulator 
of public opinion than was his predecessor. 
He makes no bones about America’s eco- 
nomic responsibilities. But that is not 
enough. The G7 governments, as always, 
deny the iMF the power to make their lives 
difficult. Mr Nigel Lawson, Britain's chan- 
cellor of the exchequer, made this clear 
when he was asked to comment on the IMF's 
view that he should use fiscal policy as well 
as monetary policy to cool Britain's over- 
heating economy. “The IMF is not always 
right," he said. And that was that. Argen- 
tina, eat your heart out. 

The iMF's inability to coerce the power- 
ful countries that control it—especially 
America—has deeper implications. If Amer- 
ica fails to cut its deficit, and if the other 
countries rely too heavily on high interest 
rates rather than tight fiscal policy to deal 
with any inflationary threat, the developing 
countries will pay part of the price. It is strik- 
ing that the poor countries have not shared 
in the unexpected margin of extra growth in 
1988—their output is expected to rise by 


1 o- 


3.6%, slightly less than was predicted last 
April. Throughout the 1980s, the factors 
that have kept inflation down in the rich 
countries—especially low commodity prices 
and high interest rates—have been the very 
ones that have burdened the developing 
countries with low growth, and helped make 
their debts unmanageable. 

The students and anarchists who pro- 
tested all over Berlin about IMF policies 
would happily agree to that. But they 
promptly draw the wrong conclusion. The 
IMF needs more power, not less. Only then 
might it be able to bend the policies of the 
rich and powerful countries as it does the 
policies of the poor and weak ones. 





South Africa 


Disinvestment 


HE bid launched on September 21st by 

Minorco, for the 7196 of Consolidated 
Gold Fields it does not already own, is more 
than Britain's biggest-ever attempted take- 
over. It is part of a drive by South Africa's 
largest companies to set up investment vehi- 
cles abroad through which they can control, 
at arm's length, foreign subsidiaries. In this 
way they hope to safeguard their foreign as- 
sets and their access to the international 
capital markets if sanctions are imposed on 
South Africa. 

Rembrandt, a tobacco group, laid the 
foundations for its move abroad when, at 
the end of August, it set up a company in 
Switzerland called Compagnie Financiére 
Richemont. Its main asset is Richemont, a 
Luxembourg-listed company that will even- 
tually own all of Rembrandt's international 
assets, including Cartier and Dunhill. Last 
year Rembrandt's international bits contrib- 
uted 4596 of its profits. Richemont has no 
South African assets. 

Mr Anton Rupert, who controls Rem- 
brandt, is a friend of Mr Donald Gordon, 
who runs Liberty Life, the biggest South Af- 
rican life assurance company. Richemont 
has taken a 2096 stake in TransAtlantic 
Holdings, a company Mr Gordon is using to 
mount a long-running takeover bid for Brit- 
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ain's Sun Life group. Mr Gordon too is hiv- 
ing off his foreign interests into a non-South 
African company. Days after Rembrandt 
announced the setting up of Richemont, 
Liberty Life said that it would sell all its for- 
eign assets to a separately quoted subsidiary, 
First Union General Insurance Trust (with 
its apt acronym, FUGIT). This subsidiary, in 
turn, will sell all its South African assets to 
its parent. At the moment, FUGIT is quoted 
in South Africa. The aim of the exercise is to 
reduce the South African stake to below 
50%, and to get a listing either in Switzer- 
land or in Luxembourg. 

Anglo American, the giant mining 
group, has the most experience with manag- 
ing foreign assets at arm’s length from 
abroad. In 1974 it established Minorco as a 
shell company in Bermuda; Minorco moved 
to Luxembourg last year. In 1980 it acquired 
25% of Consolidated Gold Fields in a dawn 
raid. Six years later Minorco and Cons Gold 
held merger talks. Cons Gold's curr 
chairman, Mr Rudolph Agnew, s 
Minorco wanted all Cons Gold's assets out- 
side Britain sold to a company which would 
be set up in a tax-free zone and controlled by 
Minorco. He rejected the proposal. 

The big question for all these foreign- 
investment vehicles is: are they South-Afri- 
can controlled? If they are not, then there 
should be no political barriers to bids for 
companies outside South Africa. If they are, 
then all sorts of problems arise, as the case of 
Cons Gold illustrates. 

Cons Gold owns ARC, a supplier of ma- 
terials to the construction industry. ARC 
contributed just over 25% of Cons Gold’s 
£361m ($653m) of operating profits in the 
year to June 30 1988. It relies on orders from 
local and central government in Britain and 
America. In both countries, ARC has already 
had problems with customers unhappy with 





Bidding to avoid this 
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Current account . German corporation with the largest 
Ist half 1988: shareholder base 


VEBA is wholly in private hands: The capital stock is owned by 600,0 
shareholders, 90% of them small investors. 






Group figures | Ist half 1988 | Isthalf.1987 | Change 


DM 21,381 
million 


DM 335 


million 








DM 19,481 
million 


DM 304 
million 


‘Sales 








+ 9.85 









let income 











+ 10.2% 







| Capital - 
| spending for 
fixed assets 


DM 1,236 
million 


: continuing i 
chemical sector. Hüls Troisdorf AG, wh ! 
plastics activities of Dynamit Nobel AG taken over on 
was consolidated for the first time. —— 2 
Assuming that the development remains positive, profits are expect 
to at least match the previous year's good level. Our shareholders. 
receive a fair share of these profits. — 1 | 


Once again, PREUSSENELEKTRA and VEBA KRAFTWER 
RUHR made a sizeable contribution to profits. VEBA OEL succee 

in improving its results compared with the same period last year. Nor 
deutsche Faserwerke was sold as of July 1,1988. HULS is participating to 
the full in the favourable situation of the chemical industry. The uti 

lization of production facilities was again increased by compariso: 
with the same period last year. The trading companies STINNES arx 
RAAB KARCHER further expanded their market positions. E 


Continued high volume investment 


In addition to the electricity division, the chemical division is the main 


target for capital spending. A total volume of DM 20 billion is planned 
for the next five years. 
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T IS no surprise to learn that growth in 
the industrial North affects the devel- 
oping South. The world’s poor countries 
send about two-thirds of their exports to 
the OECD. The North also fixes world in- 
terest rates, and its demand in effect deter- 
mines short-term commodity prices. So 
the state of the economy in the rich coun- 
tries has a say in economic prospects for 
the poor ones—though, with demand ris- 
ing unexpectedly fast in rich countries 
without, it seems, boosting growth rates 
in poor countries—exactly how big a say 
is matter of debate. Meanwhile, most of 
the links running the other way—from 
South to North—are neglected 
altogether. 

One exception to this was the link of 
developing country debt, and the danger 
it posed to the stability of the 
North's financial system. The 
banks now think this threat has 
faded: they have built up their re- 
serves and feel more secure than at 
any time since the crisis first broke 
in 1982. The debts that remain are 
seen as ever less of a problem for 
the North. 

Is it right to conclude, therefore, 
that the rich countries have little 
apart from a clearer conscience to 
gain from faster growth in the poor 

countries? No, that is wrong, for 
three reasons: 

Trade. Last year, OECD coun- 
tries exported about $300 billion 
worth of goods to less developed 
countries (down from a peak of 
$386 billion in 1980). Debtor coun- 
tries in particular have had.to cut back 
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ports to earn foreign exchange for debt re- 
payments. One instance: when the debt 
crisis began to bite in 1982 America lost a 
big chunk of its exports to Latin Ameri- 
can countries (see chart). 

A recent case study of Brazil* con- 
cludes that its economic growth since the 
early: 1980s has depended chiefly on the 
availability of foreign exchange. The debt 
crisis has certainly limited its imports; for- 
eign currency has had to be spent on debt 
repayments instead. The effect has been 
big: the volume of Brazilian imports fell by 
over a fifth between 1980 and 1987. Since 
about a third of Brazil's imports from the 
OECD consist of capital equipment, any re- 
duction in these cramps the country's po- 
tential growth and therefore its future im- 
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The two-way street between nort 


their imports as well as promote their ex-. 





Behind the IMF's forecasts for the world economy lies the assumption. 
that poor countries’ economies have only a marginal impact on rich 
ones. The assumption is vulnerable 


ECONOMICS FOCUS 





ports from the North too. 

The Brazilian government’s austerity 
programme, cutting demand growth, has 
reinforced this long-term effect. Experi- 
ence shows that it is easier to cut invest- 
ment than consumption, public and pri- 
vate. Governments in trouble are too soft 
to make the hard choices. In Brazil, invest- 
ment's share of GDP has fallen from an av- 
erage of nearly 30% in the 1970s to under 
20% now. So growth and trade will be 
lower in the future. The growth rate has 
fallen from nearly 10% a year in the 1970s 
to under 2% a year on average since 1980, 
Import volumes fell by an average of 842% 





a year in the first half of the 1980s. The 
same experience in other debtor countries 


has amplified the effect on exports from 


the North. Poor debtors in 1986 imported 
a third less from the industrial countries 
than they did in 1980. 

Commodity prices. Cuts in invest- 
ment may eventually be felt here too. In 
the short term, commodity prices are de- 
termined mainly by demand in the North 
and supply conditions (eg, the weather) in 
the South. In the longer term, though, 
low investment in commodities could re- 
duce future supplies and lead to higher 
prices. This kind of investment has been 
especially hard hit by the debt crisis. 

. It does seem odd to talk of rising com- 
modity prices when they have been falling 
from their 1980 peak for most of this de- 
cade. In the past few years developing- 
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country producers have been falling over ` 
themselves to export commodities for for- 
eign exchange; demand was weak in the 
early 1980s too, so prices have fallen. The 
long-term possibility of a secular rise in 
commodity prices, enough to keep steady 
upward pressure on northern inflation 
rates, is nevertheless real. And, without 
doubt, that would hurt the North. Econo- 
mists at the OECD recently published a 
study which confirmed that commodity f 
price rises can significantly raise inflation < | 
in the developed world; and there have || 
been several proposals to use them as ad- - | 
vance indicators of inflation. | 
The environment. Environmental is- 
sues are also beginning to focus minds in’. 
the North. The South cannot afford the - 
luxury of investment to protect the envi- 
ronment. On the contrary, ít needs to ` 
“spend” its natural capital as fast as it can. 
The World Bank has become alarmed | 
about the long-term costs of environmen- 
~ tal damage; it set up a new environ- - 
ment department a year ago, ——— ^ 
A recent Bank project in Haiti < 
illustrates the new approach. Haiti 
used to tax exports of coffee. Farm- ` 
ers tore out their coffee bushes to 
plant other cash crops. These crops 
did not have enough roots to retain 
the soil which was soon eroded. 
The coffee tax has now been with- 
drawn, its revenues replaced by 
World Bank money, and the farm- - 
ers are being helped to replant cof © 
fee bushes on the hillsides. 


"Greenhouse to bank 
Tropical rainforests are the hottest - 
environmental topic. Unlike cash. 
crops, the forests cannot be sold, 
on the whole. They are therefore: 
being rapidly removed to make way for 

other crops, or roads, or mines. But there] 

is mounting awareness that large-scale de- i 
forestation disturbs the world's ecology. || 
In such cases the Bank's long-term envio 1 
ronmental aims tend to conflict with the 
IMF's short-term adjustment programmes. - 

These three channels show that the | 
bankers of the North are wrong to wash | 
their hands of the poor countries’ prob- 
lems. This does not necessarily mean that ^ 
they must provide more debt relief, or 
that the South has to have more aid. If the 

North helps the South it also helps itself; 
precisely how to help is another, and 
much more difficult, matter. 
*"Macroeconomic Interactions Between North and i 
South." Edited by David Currie and David Vines 
Cambridge University Press. E UM 
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Not just Minorco 


South Africa's foreign direct investment 
Rand bn, end years 


1976 77 78 79 82 83 84 85 86 


Source: Reserve Bank 
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the passive South African holding in its par- 
ent company. Those problems would get 
worse if Minorco's bid succeeds. In Britain, 
that would affect competition in the 
crushed-stone market, which Tarmac might 
be able to dominate if governments refuse to 
do business with its main rival. 

Elsewhere there would be similar prob- 
lems. In Papua New Guinea, Cons Gold's 
49%-owned subsidiary, Renison, has a one- 
third stake in the Porgera gold mine. This is 
expected to produce gold at a cost of around 
$100 an ounce—one of the cheapest gold 
mines in the world. The Papuan govern- 
ment has already expressed concern that 5% 
of the dividends from the mine will go to 
Cons Gold's South African shareholders. 

In America public opinion would create 
numerous obstacles for Minorco, if its bid 
were successful. Cons Gold owns 4996 of 
Newmont Mining, which will be America's 
biggest gold miner by 1990. It it has further 
American gold mines held through a wholly 


owned subsidiary. Under South African. 


ownership, both would find it difficult to se- 
cure access for exploration to federal land. 
Then there are questions the bid raises 
about what it would do for Anglo Ameri- 
can's position in the world's natural-re- 
sources market. Anglo and Cons Gold com- 
bined would own 30% of the non- 
communist world's known gold reserves. 
For other strategic minerals, this dominance 
would be greater. Renison owns rights to 
some of the world's largest known deposits 
of titanium and zircon, for example. Ana- 
lysts wonder if Anglo American is trying to 
achieve the level of dominance in several 
minerals markets that it has long held 
through De Beers in the diamond market. 
Sir Michael Edwardes, who was ap- 
pointed chief executive of Minorco on the 
day the bid was announced, says that such 
concerns presuppose that sanctions against 
South Africa already exist. Besides, they are 
misplaced because he has been appointed to 
run an independent company, he argues. 
Whether he can convince shareholders and 
regulators of that remains to be seen. 
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American grocers 


Biting the hand 
that feeds 


NEW YORK 


ELLING soap powder and dog food may 

seem dull compared with high-tech wiz- 
ardry but it is a bigger business. Sales in 
American retail grocery stores amounted to 
$313 billion in 1987— second only to cars as 
a share of retail sales. In recent years Ameri- 
ca's grocers, far from being sleepy, have 
been rudely awoken by takeovers and 
restructuring. 

The latest takeover target is Kroger. 
This Cincinnati-based firm with 1,300 su- 
permarkets in 20 states overtook Safeway 
last year to become America's largest super- 
market chain with sales of $17.7 billion. 
This year it looked likely to be passed by 
American Stores, which recently acquired 
Lucky Stores, with joint sales of $21 billion. 
Now its future looks even less certain. 

On September 19th the Haft family of- 
fered $4.3 billion for Kroger, only to be 
topped a day later by a bid of $4.6 billion 
from Kohlberg Kravis Roberts, America's 
biggest leveraged-buyout company. In an at- 
tempt to fend off these unwelcome suitors 
Kroger plans a financial restructuring to 
boost the value of its stock, including a spe- 
cial cash dividend financed by bank debt 
and assets sales. This will leave the company 
smaller and more heavily indebted. 

On the surface this looks like a repeat of 
1986 when KKR outbid the Hafts for control 
of Safeway. Then, however, KKR was acting 
as a white knight, rescuing Safeway from 
hostile raiders. This time KKR may be the 


" hostile one. In many other ways the similar- 


ity holds. Kroger looks ripe for takeover. 


The lure of America's big supermarket 
chains is their steady cash flow, which is tra- 
ditionally resistant to recession. And while 
most of their premises are leased, the chains' 
property holdings are well located—and 
worth more than their book value. 

At the same time, the large chain stores 
that operate in more than one region of 
America have performed less well than re- 
gional operators or local food-retailers. Re- 
gional supermarkets, such as Food Lion and 
Giant Food, have been earning pre-tax 
profit margins of around 5%, Kroger less 
than 2%. As a rule of thumb, the bigger the 
chain the lower the margin. 

The only real advantage of being a giant 
in America's grocery trade lies in advertis- 
ing. America has an efficient distribution 
system. Medium-sized firms can buy in mar- 
keting and transport services rather than 
having their own. The fragmented nature of 
the industry means that there are few econo- 
mies of scale beyond the regional level. 

This all helps to explain why in Ameri 
the share of food sales accounted for by the 
top ten retailers has barely budged in the 
past few years, while the European grocery 
business has become more concentrated 
(and even Japan's famously fragmented in- 
dustry has begun to be so). The top ten gro- 
cery chains account for two-thirds to three- 
quarters of all food sales in Britain, France 
and West Germany, and as much as 8596 in 
Canada. In the United States the figure is 
only one-third. 

Not only are there few economies of 
scale; size may be a disadvantage. The staff 
of bigger retailers tend to belong to unions. 
They get higher wages and better conditions 
than do people employed by smaller non- 
unionised rivals. Larger firms find it harder 
to keep in touch with their customers’ fast- 
changing tastes. This is an increasing handi- 
cap for them with the entry of new retailing 
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Tody the most hospitable financial climate 


may not be close to home. 


Yesterday, globalization was a word. 

Today, it's a reality. 

As the world’s markets have become unified, so should 
a bank's ability to take advantage of them for you. 

Today, Bankers Trust can move effortlessly to wherever 
the climate is most favorable to each element of your transaction. 

A swap in London, a private placement in New York, 
yen from Sydney, dollars from Zurich — we can put the pieces 
together swiftly and efficiently. 

Long ago, perfecting our ability to take advantage of the 
global market became an important part of our merchant 
banking strategy. Today, we run a single, integrated book of 
worldwide business that encompasses New York, London, Tokyo, 
Hong Kong, Sydney and Zurich. 

Yesterday, many markets. Today, just one. That dramatic 
change is exactly reflected in the way merchant banking goes 
about its clients’ business. 


"Bankers Irus Company 


Because today isn't yesterday. 





AFTER DINNER, YOU'LL 

b. ENJOY AN ASSORTMENT 
j OF IRRESISTIBLE 
COFFEE CREAMS. 


First we take our own coffee, 
grown in the foothills of Java. 

Freshly brewed, and piping hot. 
Then we add spices and liqueurs from 
all over the world. And top them off 
with some lightly whipped cream. 

The result is a choice of 5 exotic 
coffees to tempt you, and round off a 
perfect meal in the air. 

In Executive Class, we serve café 
Neapolitan and Jamaican coffee. 

And to make the choice more 
difficult in First Class, we also offer 
Irish coffee, Salzburger coffee and café 
Gingembre. 

Naturally, if all these coffees are 
not your cup of tea, you can always 
have your coffee black. 

With a little milk or cream. Or if 
you prefer, totally caffeine-free. No 
matter the choice, it will be served in 


the enchanting Indonesian way. 


Garuda Indonesia > 


Proud to welcome you aboard. 








Red is the color for love. 


It’s also the color of Swissair’s First Class boarding pass. Why not treat a deserving co-worker, a per- 
son of whom you're particularly fond - or, even yourself - to something extra special on the next 
trip? With a First Class ticket for an unforgettable experience, high above the clouds. Where, with 
our long experience in pampering our passengers, we'l make sure that : t ^ 
your heavenly gift will be remembered long after touching down to earth. . SWISSCII gy 


NEW YORK 


.N MOST businesses, it is nearly impos- 
sible to topple entrenched market lead- 
ers unless you can take advantage of tech- 
nological change. A rare exception to this 


ness. Keds, Converse and Nike have each 
taken their turn at the top. Now Reebok 
International has overtaken Nike in the 
race. to:be market leader. 

Reebok: is 32% owned by a British 
company, Pentland Industries. Its sales 
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. rose fom $13m in 1983 t $i io bill lion : 
1987, pue it ahead ofi riva e = 
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rule is the American running-shoe busi- 








leather aerobics shoe. Everybody wore 


Reeboks to exhaust themselves to. mu- 
sic—or look as though they were. 


Reeboks are a fashion line as well as a 


sports item: trendy women commuters 
wear them on their way into work with 
their high-heeled shoes tucked into their 
handbags. 

But in this Olympic year the overtaken 
Nike is staging a come-back. In the nine 
months to August Nike's sales. were 66% 
higher than a year before. Reebok's sales 
are reckoned to have risen by only about 
one-third in the first three quarters of this 
year. Reebok's managers recently admit- 
ted that profits will fall this year. This is 
partly due to higher advertising, and 

“partly to rising labour costs in South Ko- 
rea and other parts of East Asia where, 
like Nike, most of its shoes are made. But 
that is not the whole story. 


Reebok's Achilles’ heel could be that 


its shoes are associated more with fashion: 


than with high sporting. performance. 
Nike, by contrast, has concentrated more 
on performance and is therefore better 

placed to benefit from the latest swing 
away from looks towards sportiness. Ni- 
ke's latest "Air" shoes have proved win- 
ners. These have soles cushioned by bub- 
-bles of compressed air that are designed to 
give runners Detroit-like suspension. 


designed. 




































7 cost . $100 à pair. E contrast, 
ebok's biggest seller isan aerobics sho 
five years ago which sells for 
about half that. 

So despite Reebok’s impressive recent ^ | 
track record, Nike could yet beat it to the | 
line. Mr Gary Jacobson, an analyst at Kid- 


Sales, $m 2,200 


Years to: eDec 31st; t May 31st 
i r~ Feasts ~ 
1984 85 B6 87 88 89 
Sources: Company reports; analysts’ forecasts 





der, Peabody, says that while Nike's total 
sales in this financial year will still lag be- 
hind the sales of the Reebok group (which 
also owns two other shoe companies, — 
AVIA and Rockport), in the clash of the - 
Nike and Reebok id it will be a 

photo-finish. 
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outlets such as. hypermatkëts; ápstiálised ' 


gourmet food stores, andi d e shift of general 
retailers into food. eS | 
Grocery-store giants ate tempting. tar- 


ting big chains up and selling to regional re- 
s with their higher margins, the parts 
way De worth more than the whole. Since its 


-buyout in 1986, 1,200 of Safeway's 2,360 - 


+ stores have been sold off to independent Or 
other retailers. 
‘Kroger had long been übel as a likely 
_ target. Its critics say that the firm has been 
. slow to respond to changing patterns of de- 
mand. It has remained over-reliant on own- 
label goods when these have become less 
popular i in America as a result of aggressive 
pricing by manufacturers of national 
brands. Kroger’s ambitious capital spending 
programme:has made it more vulnerable to 
takeover: 85% of all its stores have been 
built or re-modelled within the past five 
years. $ 
Kroger’s management will be fighting 
hard to escape the same fate as Safeway 
Stores: But if it is true that big is no longer 
beautiful in the grocery trade, some kind of 
slimming diet looks unavoidable. - 





| Japanese brewers 


| Dry r run 


gets to leveraged-buyout specialists. By split- — 


TOKYO " 


| D NE of the most dramatic marketing 


stories for years has been the launch 
and rapid success in Japan of "dry beer". 
Nobody knows what dry beer actually is. 


Definitions range from the beer equivalent 


of dry white wine to an ordinary beer with a 
very large advertising budget (Japan, after 
all, is a country in which draught beer is sold 
in cans). But everybody can see dry beer's 
impact. In 18 months, it has come from no- 
where to capture one-third of Japan's $18.7 
billion beer market. In the process, it has in- 
creased Japan's beer consumption to its 
highest ever and shaken up the "big four" 
beer companies. No wonder that this sum- 
mer, the firmis have launched a flurry of 
quirkilyznamed new brands: "On The 
Rocks", “5.5”, "Winter's Tale" and “Super 
Yeast". And in America, Anheuser-Busch, 
the world's biggest brewing company, is 
starting to test a version of dry beer. 

The story begins in March 1987 when 
Asahi Breweries—at that point the inl 































biggest of Japan's big four—launched “Su 
per Dry”. Boozier and smoother than it: 
competitors, the new beer nd caughi 
on: In 1987 Asahi sold 171m litres of it; thi: 
year it hopes to sell 960m litres. M 
Kazuhiro Takahashi of Daiwa Securitie: 
reckons this will help double Asahi’s profit 
this-year to Y14 billion ($105m). Asahi e 
dently thinks so too: it has turned most of 
capacity over to making dry beer and is: in 
vesting heavily in new equipment. | 

Its competitors were quick to respond, : 
coming up with imitations in less than a - 
year. This year, "dry beer" has accounted - 
for an average of 31% of the market, com- 
pared with 3% last year. In thirsty August, © 
dry beer accounted for 40%. Asahi has held - 
on to its market lead and, by doubling its. 
share of total beer sales to 20% i in two years 
has overtaken Sapporo to become Japan 
second-biggest brewer. 

The result has been to split the normall 
rather homogeneous beer market into myr 
iad segments. Japanese drinkers can now 
quaff beers with an alcohol content any 
where between 412% and 9%. “Winter’s 
Tale", Sapporo's offering, will only be on™ 
sale. ih iprise, surprise) winter. Asahi 
claims its new "Super Yeast" brand matures. 
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Shelebrating dry beer 


and changes colour while it ages. No doubt 
Japanese beer snobs will soon be able to give 
themselves the same airs as oenophiles. 

Asahi's secret was to give dry beer a 
smart, thoughtful image instead of beer's 
more usual good ol' boy one. It sold the stuff 
first in cosmopolitan Tokyo only; it adver- 
tised first in posh newspapers; and it hired 
as its symbol Mr Nobuhiko Ochiai, a pundit 
known more for his serious books than for 
his face (previous efforts had been led by Mr 
Mel Gibson, an Australian actor). 

The trouble is that nobody knows yet 
whether dry beer is more than a fad inflated 
by advertising. Last year Asahi spent Y38 
billion on promotion; this year the bill will 
be over Y50 billion. That rise is more than 
Asahi's entire profits were last year—worry- 
ing if it brings only a short-lived growth in 
sales. If it works, though, it will be one more 
example of Japan's ability to forgo short- 
term profits for market share. Asahi, after 
all, could have doubled its profits merely by 
keeping advertising stable. Hard to imagine 
à western company passing up that opportu- 
nity. 





European business schools 


Merger mania 


OME of Europe's business boffins will 

soon try their skills at a problem from 
their own texts: how to complete a success- 
ful merger. Two of Europe's best-known 
business schools are joining forces—1Mi (In- 
ternational Managment Institute) in Ge- 
neva and IMEDE (International Management 
Development Institute) in Lausanne. To- 
gether, the two will provide tougher compe- 


82 


x. uni s. aet Ne S Vu TUN CONES RW E Tun 





TOKYO 


F YOU thought that the Swatch went 

pretty far in the direction of a watch 
as a consumer undurable, consider 
Sony's latest idea for the ideal Christmas 
gift—a paper watch. This is nearly the ul- 
timate in disposable consumer electron- 
ics. When its time is up, screw it into a 
ball and throw it away. 

As a throwaway fashion accessory, 
the Gotta Watch, as Sony calls its "fun- 
loving wrist-wrapper" (fire that copy- 
writer) makes a Swatch look like a 
Rolex. It comprises a small digital liquid- 
crystal display for the time and date, 
mounted on a plastic-coated strip of card 
that serves as the watch face and strap. 
The strap or card comes in 24 pop-art de- 
signs, mostly visual jokes such as strips of 
elastoplast, rashers of bacon, crocodile 





tition for France's INSEAD, which has re- 
cently grown at their expense. They could 
also help create a new European business 
curriculum for the unified market of the 
1990s. But first they must learn to work to- 
gether. It will not be easy. 

IMI and IMEDE are marrying for money 
rather than love. Last year the two spent 
SFr5.6m ($3.8m) more than they took in. 
Nestlé, the chocolate firm that is IMEDE's 
founder and biggest sponsor, got tired of 
picking up the tab. Together with other 
powerful firms on the boards of the two 
Swiss schools, Nestlé decided to see if busi- 
ness education yields economies of scale. 

The snag is that the two schools take 
radically different approaches to their sub- 
ject. IMI, founded by Alcan, a Canadian 
aluminium company in 1946, has a smaller, 
older faculty. Businessmen there are con- 
fronted with socio-economic, environmen- 
tal and cultural ideas rather than industrial 
case studies. IMEDE is rooted in the Harvard 
case-study method. lt is a place for practical 
teaching. The schools have shared little over 
the years, though only a 30-minute train 
ride separates them. 

Much might be gained from bringing to- 
gether IMEDE's strength in industrial analysis 
with IMI's macro-economic wisdom. But lit- 
tle has yet been decided about how to do it. 
That task falls to Mr Juan Rada, now an eco- 
nomics and sociology professor at IMI, who 
is to be the director when the combined 
school opens in January 1990, and to Mr 
Kaspar Cassani, vice-chairman of iBM, who 
will be the school’s chairman. Mr Rada says 
he wants the walls between school and in- 
dustry to be converted into membranes. He 
also believes that business teaching should 
embrace music, architecture and aesthetics 
as well as double-entry book-keeping. String 


No present like the time _ 





















skins and bathing beauties. Festive straps 
will feature Santa Claus and reindeer. 

The Gotta Watch goes on sale in fad- 
mad Japan this month, where it will sell 
for ¥480 ($3.60). The low, low price is 
partly because the watches are, in the 
way of cheap Japanese consumer elec- 
tronics these days, printed in Hongkong 
and united with their LCDs in China, 
whence they are shipped to Japan. Amer- 
ica and Europe will not escape the fad: 
Sony's research predicts that 60% of 
Americans between 12 and 17 years old 
will each buy three Gotta Watches. That 
gives it a potential American market of 
over 30m sales. So it is shipping 2m to 
America for Christmas, followed by a | 
further 20m in 1989. Similar number 
will go to Europe. No tick, strictly cash. 
Pieter: MES SORS SZ 


quartets in the boardroom? 

Some companies, meanwhile, are simply 
writing their own curricula. British Airways 
and Digital Equipment, among others, have 
teamed up with business schools to create 
in-house MBA programmes. And business 
schools everywhere are increasingly offering 
courses tailor-made for a firm's executives. If 
Mr Rada does not create a new curriculum 
good enough to please European compa- 
nies, he may find one created for him. 





High-definition television 


Do not adjust 
your set 


HE FUTURE of electronics may uu 

pend upon that most banal of products, 
the television set. America alone has around 
160m televisions. Over the coming decades, 
many of these will be replaced by complica- 
ted cinematic descendants called HDTVs, or 
high-definition televisions. Industry-insiders 
expect this future market to be worth bil- 
lions of dollars a year. The companies which 
dominate it will have both the power and 
the manufacturing skills to dominate the 
rest of the consumer-electronics business. 
Beneath mists of technical doublespeak, Jap- 
anese, Western European and American ap- 
proaches to this new technology are becom- 
ing clearly visible. Their tactics are so 
different that they are all in danger. 

Japan began developing high-definition 
television 20 years ago. The idea was simple: 
to make the conventional television obso- 
lete. The new television sets would be 
stuffed full of chips, not only improving pic- 


THE ECONOMIST OCTOBER 1 1988 


ANTO UU Ate i aa ei dealer td 











PACIFIC DUNLOP 





INTERNATIONAL EXPANSION 


CONTRIBUTES TO RECORD RESULTS 


Every day millions of people in 88 countries buy Pacific 
Dunlop products. Last year they helped Pacific Dunlop to 
another record result. 

International operations increased to one-third of sales 
and operating profit. The latex products of Ansell 
strengthened their position as world leader. The 
International Batteries group acquired GNB Batteries in 
North America to establish Pacific Dunlop as a world leader 

jn automotive and industrial batteries. The United States 
became an increasingly important market, and total 
international sales rose to AS1.2 billion. 

In Australia, all divisions had excellent results. The 
successful absorption of Bonds Coats Patons made Pacific 
Dunlop Australia's largest clothing manufacturer and © 
marketer. South Pacific Tyres, owned jointly with — 


Audited figures for the year ended 30th June, 1988 


Sales Revenue. | ONN 
|. Operating Profit After Tax 


Operating Profit Attributableto. 
Shareholders 


Dividends | 

Earnings per Share* 

Dividend per Share** 

Return on Shareholders" Equity 





Goodyear International, consolidated its position as 
Australia and New Zealand's largest tyre business. 

In all areas, the result is an outstanding year's 
performance: 


€ Profit and sales up by one-third. 


9 increased shareholder returns, including a 35% 
higher dividend payout. 


@ Sustained growth rates, maintaining the compound 
annual rates since 1980 of 22% for sales and 30.5% for 
profit altes tax. 


As all areas continue to perform strongly directors are 
confident this momentum can oe main tained in 1988/89. . 


1988 Change | 
SAustralian 


. (millions) — 


-1987 
Tinerii 
- (millions) 


2,672.0 _ 


17.2% — 


* Calculated on weighted average. Dos. and adjusted for bonis issues. 


** Adiusted for bonus issues. 
All shareholders will be sent à copy of the Annual Report. 


Pacific Dunlop shares are listed on the Australian, London and Tokyo Stock Exchanges and its sponsored ADRs on the 


NASDAQ National Market System in the U.S. (Symbol: PDLPY) 


For further information: 


Cazenove & Co 12 Tokenhouse Yard, London EC2R 7AN Phone: (01) 588 2828 
A Member of The Securities Association and of the International Stock Exchange 


People, ideas, technology. 
































































ture qua | 
nents industry at the same time. Toshiba, 
Sony and about 30 other Japanese compa- 
nies, many of which make both equipment 
and components, have spent about $700m 
during the past decade on research. Euro- 
pean consumer electronics firms are spend- 
ing $200m over the next few years. Some 
systems are already on sale. 
| As high-definition television has come 
- nearer to the market, the television makers’ 
reasons for deploying it have become more 
«urgent. Some South Korean companies can 
“make conventional television sets for two- 
thirds or three-quarters of the price of the 
established producers. Exports from China 
and South-East Asian countries are cheaper 
still. The Japanese and European consumer- 
electronics giants need high-definition tele- 
vision to keep in front. 
But fancy technology is not enough by 
itself. Without programmes to watch, no- 


body will buy the new sets. Without an audi- 
ence to watch them, no producer will make 
HDTV programmes. How should HDTV's cre- 
ators break into this circle? 

Japan and Europe have come up with 
two different answers. Japan’s plan is to sell 
the new equipment to programme makers 
first; to begin with, it does not plan to use 
HDTV for broadcasting at all, but to make 
films for the cinema. Europe’s plan seems 
more logical: to introduce HDTV for televi- 
sion audiences gradually, by making it com- 
patible with existing television sets. 

Japan’s plan is not as loony as it sounds. 
An HDTV film is cheaper to make than a cel- 


much. Unions are less powerful in the video 
world than they are in cinema. . 


activist; persuaded an American broadcast- 
84 


lity but benefiting Japan's compo- 


ois 


luloid one because easy-to-use electronics 
lowers post-prodüction and. wage costs so - 


A few years ago, Sony, a leading HDTV.” 


ventional televisions. - 





g company, CBS, to lobby Mou 
its behalf. Sony's idea was that once HDT 


had become the de facto production state 


dard for films, it would gradually follow as a 


broadcasting standard too. At first people 


might buy video cassette recorders and use 


their high-definition television sets much 
like compact-disc players, another consumer 
electronics staple. Eventually though, as the 
number of HDTV sets grew, broadcasting 
would become possible. 

The Japanese were ready almost to give 
away the production technology and, once it 
was in place, use their broadcasting technol- 
ogy to earn great chunks of licensing reve- 
nues. Though the process might be slow, its 
high capital costs suit the long-term outlook 
of Japanese companies better than their 
more impatient European competitors. 

The Europeans, led ‘by Philips, Thom- 
son and Bosch, woke up to the Japanese 
threat only in 1986 after the Japanese had 


attempted. to make theirs the world stan- 
dard at an international meeting in'Dubrov- 
nik in Yugoslavia. The shock has done Eu- 
rope good. The EEC Commission, helped 
establish a 200m-ecu ($220m) research pro- 
gramme. For a long time now the Europeans 
have appeared so far behind the Japanese 
that the race'seemed all but over. Last week, 
however, at the International Broadcasting 
Convention in Brighton they unveiled their 
plans: the Europeans are still in the race. 
Whereas the Japanese plan a clean break 
with existing television standards, the Euro- 
peans want to make the transition to high- 
definition television as smooth.as possible. 


For them, HDTV will be for broadcast televi- ^ too. ! 
^ marketing approaches. These differences— 


sion from. the start. Programmes. will be 


made for the new sets because they have de- 
the Japanese de- 











signed a system that ‘unlike th 
‘sign, is "backwardly comp 
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help), the conventional: gn 
‘side the HDTV signal. Thus any programme: 







will have a large audience. But the European 
plan has two snags. First, it depends upon. 
largely untested satellite and cable televi- 
sion. Only these media will be able to trans- 
mit the quantities of information making up 
an HDTV picture. Second, and more worry- 
ing, the European. version will sell itself 
purely on the quality of its pictures. 


What's the point? 
This raises the big question about high-deh- 
nition television sets: why would anybody 
want to buy them? According to the Japa- 
nese strategy, viewers will buy the new tech- 
nology not just for the better picture it gives 
but for all the new programmes that go with 
it. According to the European one, consum- 
ers will pay only for a sharper image. But will 
consumers want to spend $3,000 or so 
for a high-definition television set purely ... 
an improved picture when they might watch 
the same programmes on their old televi- 
sions? This problem becomes worse if, as the 
Europeans intend, the benefits of HDTV are 
to come piecemeal, a little in one model, a 
little more in another designed a couple of 
years later. The Japanese, too, face a daunt- 
ing threat: that too few consumers will think 
it worthwhile to buy a high-definition televi- 
sion in otder for it to sit beside their conven- 
tional set showing endless videos until the 
broadcasts finally begin. a 
What of America, the third team mus- 
tering for the HDTV race? The American. 
consumer-electronics industry is on its last. 
legs. Zenith, the one big American-owned 
company left in television-set production, 
has only 13% of the domestic market. Only. 
6% of America’s chips go into consumer 
products compared with 50% of Japan s. 
Zenith is too small to launch an Ameri- 
can challenge on its own. Instead the Ar, 
can Electronics Association is trying to torm 
a consortium to design and market an all- 
American HDTV. One look at its proposed 
members reveals just how desperate Amer- 
ica feels. Hewlett-Packard would be joined 
by partners like AT&T, Motorola and iBM. 
Computer companies, chip makers and 
telecoms companies are probably not much 
good at selling televisions, but they might 
gobble up lots of government-funded R&D. 
For now the three are behaving like 
British centre parties. They are bickering 
about standards. Japan and Europe have all 
but adopted different formats for their pic- 
tures and incompatible standards for trans- 


= mission. America is branching out alone 


too. Beneath. all this, though, lie different 


not the technical standards—will determirie 
success and.failure when the. companies 








-come to offer their wares in the marketplace. 


" THE ECONOMIST OCTOBER 1-1988 - 


a grande boum 


PARIS 


Ten years ago France's stock and bond markets and its banking system 
were a financial backwater. Today they are deregulating in a peculiarly 


French way that seems likely to make 
the City of London 


| AORE Big Top than Big Bang? The 
(A French Treasury is using half-clad 
lovelies and giant video screens to promote 
the delights of government bonds. Yet 
France's deregulation of its Bourse and 
banking system is not initially aimed at 
seducing the small investor. 

The first aim is to woo back to Paris cor- 
porate and institutional business in French 
ceeurities that has seeped abroad. Roughly 

-of daily turnover in French govern- 
ment bonds is done in London. So is 1596 of 
turnover in French equities. On heavy-trad- 
ing days more shares in some French blue- 
chip eompanies change hands in London 
than in. Paris. Until recently, Paris had no 
market for French commercial paper (short- 
term loans issued by French companies for 
30-90 days). So French borrowers tapped 
London's Euromarket. 

Since the time of Jean Baptiste Colbert, 
Louis XiV's finance minister in the late sev- 
enteenth century, the Finance Ministry has 
exerted an influence unthinkable in 
neighbouring Britain or even today's West 
Germany. Its most powerful office, the Trea- 
sury, virtually ran the financial markets of 
Paris. Until recently, the strong hand of the 
French Treasury rested on the stock and 
bond markets. It fixed the number of agents 
de change as well as their commissions. The 
45 brokerage houses, sort of state-owned 
partnerships into which the agents were 








Paris a more serious competitor for 


grouped, were protected from outside own- 
ership. Only these brokers can deal in shares 
on the Bourse, matching buyers and sellers; 
there are no market-makers. The brokers’ 
cartel also monopolised the market in 
French government bonds. uh 
In French business law, everything is 
proscribed unless explicitly permitted under 
the:country's legal code. According to the 
head of one French bank, the government 
was so gung-ho for deregulation that Pari- 
sian marketmen were told: "Deregulate first, 
design new products, and we'll sort out the 
legal complications for you afterwards," En- 
lightened financiers thank the Socialists and 
Mr Pierre Bérégovoy, their finance minister 
in 1984-86 (and again this year), for setting 
the ball rolling. The vested interests of the 
conservatives, they say, would have hin- 
dered the dismantling of the old cartels. 


Creeping deregulation has given foreign | 


investors a taste for France. The proportion 


of government bonds owned by foreigners 


has doubled in the past five years, to maybe 


a fifth of today's outstanding stock—FFr470 
billion ($73.5 billion). French equity is also 


increasingly appealing to foreigners: In the 
privatisation of two blue-blooded French in- 
vestment banks, Banque Indosuez and 


Paribas, and of the country's fourth-largest 


deposit-taker, Société Générale,» equity 
tranches were set aside for-overseas inves- 
tors. To feed this appetite, the French gov- 


| set up a new market for dealing in govern 


10096. Foreign firms jumped in. S.G. War- 


America's Morgan Guaranty invested ir 













































ernment recently converted $1 billion of its 
Obligations Assimilables du Trésor (OATs) 
into Authorised Depositary Receipts, o 
ADRS, for trading on America 
stockmarkets. 

Even so, the cartels (as well as the influ 
ence of the Treasury) are not disappearin 
as fast as some foreign and French free 
marketeers would like. In 1987 the Treas: 





ment bonds. There are 12 market-maker: 
including one foreigner, Morgan Guarant 
Unlike London’s gilt (government bond 
market, which has 23 primary dealers, busi 
ness in French government bonds isa profite 
able pastime. It has fewer participants than: 
London’s market and is more liquid. 

The 45 stockbrokers at the Bourse will: 
keep their monopoly on share dealing until 
1992; their scale of fixed commissions res 
mains. On a sliding scale, deals up to: 
FFr600,000 cost investors 0.6596 in commis- 
sion; on FFrl.1m-2.2m, the commision is 
0.32596. In London the smaller deal would: 
cost 0.4%, the bigger deal often nothing in. 
commission. In France favoured clients get. 
special deals in return for business, such as. 
free-quotation screens. | 3 

Since January just about anybody with: 
the cash—French and foreigners alike—has 
been allowed to buy into French broking 
firms. Until September 28th the Finance 
Ministry had ruled that the outsider had to: 
hold a minority (ie, less than 3096) stake; in 
1990, it had said, it would be able to buy 


burg, a London merchant bank, bought into 
Bacot-Allain; lames Capel,:a British broker 
owned by the Hongkóng and Shanghai. 
Banking group, took a stake in Dufour- Kohe 
ler-Lacarriére, a medium-sized bond broker 


Nivard-Flornoy. On September 28th the Fi- 
nance Ministry relaxed the rules further. It 
said that outsiders were free to take full con- 
trol immediately if they wished. | 


























- French banks are eager to - 
xpand in the newly deregulat- 
ng markets. Three of the big- 
est four—Crédit Lyonnais 2% 
which has 4096 of Cholet- 
Dupont, France's third biggest 
oker), Crédit Agricole and 
Banque Nationale de Paris 
^(BNP)—are still state-owned. - 
Successive governments have 
proved indulgent masters for 
them. They have not de 
'manded big yearly dividends, 
- but have not liked to invest 
fresh money. As a result, 
‘French banking is over- 
crowded, overstaffed, inef- 
ficient and undercapitalised. 
In 1985 the cosy baréme system, under 
which state-owned banks shared out corpo- 
rate business according to fixed percentages, 
was abolished. Credit rationing and most 
exchange controls were also abolished. 
Meanwhile, French companies have been 
raising increasing amounts of money in the 
securities markets rather than taking out 
bank loans. Last year, for the first time, com- 
panies raised more money through the mar- 
kets than from the banks. 
French banks realise they will have to 
make further changes if they are to buy their 
way into new areas of business and thrive. 
Some of their customary business is being 
snatched by newcomers. For example, for- 
eign banks are now allowed to lead-manage 
sues of French-franc bonds. The other, 
non-banking profits of commercial banks 
are also shrinking. About four-fifths of all 
equity orders still pass through banks. Last 
year securities business accounted for 
roughly a quarter of the post-tax profits of 
the commercial banks. But commission in- 
come has taken a hammering since the 
crash. 


Stockbroking banks 

Both investment and commercial banks 
‘have been quick to buy stockbrokers, partly 
to save on-the commissions. Paribas, a 
‘French investment bank, wants 100% of 
Courcoux Bouvet; Suez plans to buy 92% of 
Chevreux de Vivier, France's fifth biggest 
"broker; Crédit Agricole, a network of pro- 
-vincial banks and the country's largest de- 
` posit-taker, has bought into three brokers. 
The cannier banks bought stakes in sec- 
ond-division brokers, purely as a conduit for 













the middling Delahaye-Ripault, and BNP 
into the smaller du Bouzet. Little point, such 
banks reckon, in expensively grabbing a big 
house when the employees might leave (as in 
London); when the quality of company re- 
search is low compared with British stan- 
dards; and when the exchange's monopoly 
is anyway set to end in 1992. 

The greatest asset of French banks has 
long been their treasury department—bond 
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their orders. Société Générale bought into - 


. trading, currency trading and | 
.. managing money, including the 
bank's own. Banks hope that 
their treasuries will be a magnet, 





9 drawing business back to France. CR 


First, because the French run - 
better treasuries than the British _ 
or. the Americans. Second, be 
cause the futures markets ‘for 
contracts in government long- 
bonds (one of the world’s ten 
. busiest contracts) and short-term *s 
interest rates are bigger and more  ; 
liquid than Britain's equivalent 
markets on the London Interna- 
tional Financial Futures Ex 
change (see chart). This is impor- 
tant. A highly liquid futures market allows 
banks to insure, with greater ease and secu- 
rity, against sudden swings in interest rates. 

French banks which own primary deal- 
ers in (say) government bonds can merge 
them into their treasury operations and save 
on overheads and running costs. In Britain 
banks must set up independent subsidiaries 
for gilt-edged market-makers. This isolates 
expensive capital which they would like to 
use elsewhere. In France, the banks’ risk- 
conscious treasuries impose discipline on 
young, swashbuckling traders. This averts 
some of the nonsenses which cost many Brit- 
27 1986. - 

Five years ago, French banks with inter- 
national investment-banking operations— 
Paribas and Indosuez, for instance—consid- 
ered London their home. Today , they say, 
too many firms in London are chasing too 
little business at hair's-breadth profits, par- 
ticularly in the Eurobond and Euro- 
commercial-paper markets. Paribas and 
Indosuez now want to bring as much busi- 
ness as they can back to Paris. 

. Mr Jean-Francois Lepetit, the managing 
director of Indosuez, envisages Paris as the 
hub of the bank's trading, decision-taking 
and development of new products. London, 





































New York and Tokyo wi 
. distribution centres. Indosuez 
- used to have market-makers in 
" London for OATs; it now has 
only salesmen. Mr Francois - 
Morin, the vice-chairman of 
_ Paribas, reckons that its busi- 
ness, like that. of several inter- 
nationally-minded firms, will 
increasingly be divided ac- 
cording to products rather 
than markets. That raises 
problems of where to place the 


o 
s 2 s 
E > manpower: Paris or London. 
Gb o Few foreign firms have 
m g MH, * a 
e found it a cinch to make 


money in Paris. It is not easy to 
mesh their Paris operations with their inter- 
national business, but persistence can pay 
off. Shearson Lehman won the job of 
launching a commercial-paper programme 
in New York for Société Générale. This 
helped it get an advisory róle for the bar 


privatisation, as well as the lead-manz,. 
ment of a Yankee-bond issue for the bank in 
America. 

Others say that, if foreign firms are to 
succeed in Paris, they will have to become 
more French than calvados. Part of the ex- 
traordinary cohesion between French 
banks, the Treasury and industry is that the 
senior employees in all were often groomed 
at the same elite écoles polytechniques, or at 
l'École Nationale d'Administration. Frea- 
sury officials often leave to head financial in- . 
stitutions, which welds a closeness unknown 
outside Japan. 

Mr Francois Fournier, the head of 
Shearson's Paris office, was regarded as 
something of a whizz-kid at the Treasury. In- 
tentionally, he employs no Americans in his — 
50-strong office. Most other foreign firms 
have found it harder to attract the brightest 
local talent—perhaps all except Morgan 
Guaranty, an aristocratic New York bank 
that has been in Paris for so long (120 ye 
that many Parisians think it is French. Mor- 
gan Guaranty employs only six Americans 
in its French staff of 500, which includes 
some of France's highest fliers. No surprise, 
then, that it is easily the most profitable for- 
eign outfit in France's financial markets. 

Still, foreign competition and crum- 
bling cartels have put a new spring in the 
step of Paris financiers. The Socialist gov- 
ernment, led by Mr Michel Rocard, is more 
likely than were the conservatives to ensure 
the dismantling of the last of the cartels— 
for example, the abolition of fixed 
commissions. . | 

Few, even in France, expect Paris to 
overhaul London as the financial centre of 
Europe, even after 1992. But most now 
think that it will remain in second place and 
become the financial hub of continental Eu- 
rope, leaving Frankfurt hobbled by its own 
busybody perfectionism. 










In a couple of weeks, Tokyo will add a market (of sorts) for ph 
futures contracts—another sign of the 


nese becoming gold bu 


s. Is it also a small step towards 


ysical 
Japa- 
okyo becom- 


 ingan international gold-trading centre ? 


| 
| 
| 
| gold to its precious metals 
| 
| 


Tq lokyo Commodity Exchange for 
Industry (TOCOM), which trades gold, 
silver and platinum futures, will start trad- 
ing gold in the form of warehouse receipts 
from October 19th. Each receipt (or lot) 
represents one kilo of gold held in the ex- 
change's warehouses. lt is more a warrant 
than a true physical market. 

There is increasing demand in Japan 
| from investors for a physical market in 











gold. The metal has seemed an increasing 
bargain to yen-based investors as the Japa- 
nese currency has risen against the dollar 
nce 1985 (see chart). But as a proxy for 
ute physical metal the warrants are a less- 
than-perfect financial instrument because 
of the time it takes (a couple of - 
days) to issue them after striking a 
price. That will make trading cum- 
bersome. Exchange officials say 
they will be satisfied with as slow a 
start as 10-to-20 lots traded a day. 
| That is only one-fortieth of the 
average daily trading volume of the 
first year of the exchange's gold fu- 
tures contract, which started in 
March 1982. Though average daily 
trading. volume has now risen to 
nearly 8,000 lots each trading day, 
it took several years for the market 
to overcome what was seen as a lack 
of liquidity. The new warrants mar- 
ket risks being left high and dry in 
an even shallower pool. 
. The exchange would like to. 
*vitch from warrants to the physi- 
il metal (and to trade in silver and 
platinum, too). That would boost trading 
volumes. But such a change requires a new 
law from the Ministry of International 
Trade and Industry (mitt), which for his- 
torical reasons regulates commodities 
markets in Japan. 

MITI has only recently made a policy 
flip-flop over the internationalisation of 
Japan’s commodity futures markets: it 
long held that they should remain small- 
scale to serve local demand (and so the pa- 
rochial interests of their client industries 
and small Japanese commodities firms). 
Now the ministry is prepared to encour- 

: age the development of a market suitable 
for the the big international commodities 
traders (Japanese and foreign). But it re- 
mains cautious and will liberalise slowly. 

There is another reason for MrT?’s reti- 
cence—investor protection. In Japan, 


gold attracts more small investors than 
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other commodities, and more confidence 
men and crooks. One of the most recent 
and notorious scandals in Japan was the 
Toyota Shoji affair, in which 30,000 peo- 
ple, many of them old, put up their money 
for gold they never saw. The company 
went bust in 1986 with liabilities of X200 
billion ($1.2 billion); and its board of di- 
rectors was arrested. 

MITI wants to be satisfied that there will 
be little scope for abuse in any new mar- 
ket. The balance of opinion within the 
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ministry is that it is better to get as much 
physical trading of gold into a regulated 
market and out of the back-streets as pos- 


sible. But, again, mitt will move 
cautiously. 
TOCOM's chairman, Mr  Naozo 


Mabuchi, says he hopes that his market 
will grow to be the world's largest physical 
market for gold. Many foreign goldmen 
agree that the market has the potential, 
and like the idea of a yen-based market 
open when dollar-based New York and 
London are closed. The Sumitomo trad- 
ing house, Japan's leading gold trader, 
reckons that Japan now accounts for two- 
thirds of the world's investment demand 
for gold. 

There are signs that the big Japanese 
firms are starting to show more interest in 
trading on their own doorstep. Sumitomo 
and the other big Japanese gold trader, 
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Mitsui, along with Japan's biggest trading 
house, C. Itoh, are only now becoming - 
full members of TOCOM. 

No foreign companies can become full 
members but TOCOM is considering let- 
ting foreigners have associate member- 
ship for precious-metals trading. The 
main difference this would make would be 
to halve at least the commission that non- 
members have to pay to a member to deal 
on the exchange for them. 

The exchange may admit up to ten for- 
eign firms as associates next year. Credit 
Suisse, Shearson Lehman Hutton, N. M. 
Rothschild and Merrill Lynch Futures are 
at the top of most lists of potential candi- 
dates; The existing 54-strong membership 
is mostly opposed to allowing foreigners - 
full membership. As happened with the ` 
Tokyo Stock Exchange and foreign se - 
curities houses, it will require foreign gov- 
ernments taking an interest in the ` 
issue to prise open TOCOM's doors. ~ 

This may come as more foreign ` 
commodities firms try to move into 
the Japanese gold market. Com- 
modity brokers such as Gerald 
Metals, which provide brokerage: 
services in New York for Japanese 
clients, are now doing the same for © 
them in Tokyo. 

The fall in world share prices on 
Black Monday a year ago, has made 
many Japanese turn to the metalas | 
a way of safeguarding their assets. 
The abolition in April of tax breaks 
for small savers on deposits has also 
boosted demand. The World Gold 
Council, a gold marketing group, 
predicts that investment demand 
in Japan for the metal this year will 
climb to 200 tonnes, 50% more 
than last year. 

Gold imports in the first seven months 
of this year totalled 166 tonnes, and are 
expected to top 300 tons for the full year. 
That would make Japan the world’s big- 
gest gold importer for the third year run- 
ning. This year's predicted figure is sec- 
ond only to 1986's 610 tonnes, more than 
half of which—equivalent to one-fifth of 
the non-Communist world's annual pro- 
duction—was' bought by the Japanese 
government to mint gold coins com- 
memorating the 60th anniversary of Em- 
peror Hirohito's reign. Sales of jewellery 
are also booming in Japan. ` 

On one guesstimate, Japan's privately- 
held gold holdings, which were virtually 
non-existent at the end of the last world 
war, reached 1,000 tonnes last year. They 
are expected to reach the 2,500.3,000 
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If it please yer ‘onour 


MAGINE a British bank, suspected of 
breaking the criminal law, being allowed 
to investigate itself. Fanciful? Well, that is 


~ precisely what happened at National West- 


minster, Britain’s most profitable commer- 
cial bank. And, would you believe it, 
Nat West exonerated itself. 

This strange case revolves around 
County NatWest, the merchant-banking 
arm of NatWest. In September 1987 it ar- 
ranged an £837m ($1.4 billion) rights issue 
for Blue Arrow, an employment agency. The 
money financed Blue Arrow's acquisition of 
Manpower, an American firm in the same 
line of business. 

In January and February 1988 The 
Economist asked whether the bank had 
complied with provisions of the Companies 
Act in its handling of the deal. Subse- 
quently, Britain's Department of Trade and 
Industry, responsible for enforcing the act, 
became interested, and Mr Charles Villiers, 
the merchant bank's chairman, and Mr Jon- 
athan Cohen, its chief executive, resigned. 

County NatWest had claimed in Sep- 
tember 1987 that the placing of the 5196 of 
the rights issue not taken up by sharehold- 
ers was a success. But selling the shares 
proved difficult: County NatWest took 
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Wall Street’s crash barriers 















HESE are lazy days on Wall Street. 

Nicely lazy for investors who have 
seen the Dow Jones industrial average 
drift up by 7.6% this year, and sadly quiet 
for underemployed brokers on the floor 
of the New York Stock Exchange. The 
panic of the crash, almost a year ago, fades 
in their memory. So does pressure for 
change in the way that America’s securi- 
ties business is run and regulated. 

Mr John Phelan, the chairman of the 
exchange, has become comfily philosophi- 
cal about the lessons of the crash. Where 
once he called for a single agency to over- 
see all America’s securities and futures 
markets, and for stricter margins to 
dampen speculation in futures, today he 
says that the exchange must live “in the 
world as it is". He calls it a "miracle" that 
the securities markets have been allowed 
to “trade through” last year’s problem, 
where in pre-Reaganite 1975 the crash 
would have prompted many new rules and 
regulations. 

Asked this week how the securities 
markets’ systems would react differently if 


| there was a crash on October 19 1988, he 


4.996 of Blue Arrow, while its market-mak- 
ing subsidiary, County NatWest Securities, 
bought a further 4.6%. The Companies Act 
requires any stake of over 5% in a company 
to be disclosed. 

The various stakes held in different 
parts of one group should normally be 
added together for the purposes of disclo- 
sure. However, section 209 of the Compa- 
nies Act allows exemption for shares held by 
market-makers; these do not have to be dis- 
closed so long as they have been acquired in 
"the interest of the purposes of that busi- 
ness "—ie, normal market-making. 

After the stockmarket crash of October 
19th last year, Blue Arrow's shares lost 
nearly half their value. In December County 
Nat West admitted the holdings, transferred 
the 4.6% from the market-maker to the mer- 
chant bank, and made a £49m provision for 
the loss on the shares. 

Some senior directors of County 
Nat West Securities thought that the shares 
held by the market-maker had not been ac- 
quired in the normal course of business. 
First, many of these directors—including 
those running equity trading—had not been 
told about the stake in Blue Arrow when 
their firm bought it. Second, the shares were 


said that there would be: 

e Better communications between Amer- 
ica's various exchanges. 

@ A price freeze (in effect, a trading freeze) 
on the Chicago futures market for the 
s&P 500 futures contract if its price fell by 
the equivalent of 100 points on the Dow. 
e A partial disconnection, at that point, 
of the futures market and the New York 
Stock Exchange. Arbitrage orders and 
program-trading orders to the NYSE would 
be parked unacted-upon for five minutes, 
to see what sort of order imbalance they 
threatened to create. Too big an imbal- 
ance would lead to trading-halts in the 50 
biggest shares. 

e A fall of 250 points in the Dow in one 
day would halt trading on the NYSE for 
one hour. Trading would be stopped for 
another two hours if the index fell an- 
other 150 points. 

To his credit, Mr Phelan is openly un- 
enthusiastic about such enforced pauses 
for reflection. He regards them as a dutiful 
experiment. The job of a proper market is 
to signal an unhappy collapse in share 
prices without its trading systems break- 
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held in a special "back book" rather than a 
normal trading book. Third, they claimed, 
the market-maker did not take the shares 
voluntarily—a point which is hotly disputed 
by those then running County Nat West. 

In February this year the DTI made pre- 
liminary enquiries into the Blue Arrow af- 
fair. It contacted several people who had 
been involved, and asked them if they would 
be prepared to give evidence. Some said yes. 
But the DTI never got back to them. It ap- 
peared to have let the matter drop. Later, 
however, the Bank of England became inter- 
ested in Blue Arrow and County NatWest. 

Subsequently NatWest set up its own in- 
ternal inquiry into the affair. Sir Phillip Wil- 
kinson, a deputy chairman of National 
Westminster Bank, led the investigation by 
NatWest's internal audit department. Sir 
Phillip had been chief executive of NatWest 
when Sir Robin Leigh-Pemberton, now gov- 
ernor of the Bank of England, was chair- 
man. Sir Phillip is a member of the Bar | 
England's board of banking supervi:..... 
Last December Sir Phillip took on the addi- 
tional job of chairman of NatWest Invest- 
ment Bank, the holding company for 
County NatWest. When the internal in- 
quiry was complete, Sir Phillip presented 
the results to the Bank of England. Appar- 
ently the report gave County NatWest a 
clean bill of health and concluded that sec- 
tion 209 had not been broken. 

NatWest's internal audit department 




















Come back us 


ing down. lt is not, as one New York bro- 
ker tartly remarked, “to tell the audience 
that when the theatre catches fire the 
doors will be locked until calm is 
restored." 
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has a reputation for thoroughness. Surpris- 
ing, then, that the investigators failed to talk 
to several directors of County NatWest Se- 
curities who were involved either directly or 
indirectly in the Blue Arrow affair. Those 
that the NatWest inquiry did not bother to 
interview include Mr Phillip Rimell, who 
was chairman of County NatWest Securities 
at the time of the rights issue; the then dep- 
uty managing director, Mr Steven Raven; 
the then head of compliance, Ms Elizabeth 
Nicholson; and the then head of market- 
making, Mr Brian Winterflood. 

These directors left the securities firm 
following its merger in December last year 
with Wood Mackenzie, a Scottish stockbro- 
ker. Some of them had doubts about the le- 
gality of the non-disclosure of the Blue Ar- 
row stake. Mr Raven, a member of the 
council of the International (formerly Lon- 
don) Stock Exchange, had not been told 
about the purchase. He says that when he 
-dout he went to Mr Villiers and said he 

worried that section 209 may have been 
broken. 

Almost everybody involved in the Blue 
Arrow affair has now left County NatWest. 
Mr Cohen, who had been a tough and 
controversial chief executive, has resurfaced 
as a non-executive vice-chairman of 
Charterhouse, a merchant bank owned by 
Royal Bank of Scotland. He has been joined 
there by Ms Elizabeth Brimelow, a director 
of County NatWest whose responsibilities 
included corporate planning and compli- 
ance. Mr Nicholas Wells, the bank’s star 34- 
year-old corporate financiér—responsible 
for the Blue Arrow, Saatchi & Saatchi, and 
Tomkins accounts—has moved to Barclays 
de Zoete Wedd, the investment bank of 
Barclays Bank, as deputy head of corporate 
finance. 

Two Blue Arrow veterans remain: Mr 
David Reid, head of corporate finance, and 
Mr Peter Dale, a protegé of Mr Cohen's who 





Too close for comfort? 


was managing director of County NatWest 
Securities at the time of the Blue Arrow deal 
but now oversees foreign operations. 

There remain some nagging questions 
about the Blue Arrow affair. Why was the 
bank's senior management, rather than out- 
side investigators, allowed to conduct an in- 
quiry into a possible breach of company law? 
Why did the NatWest investigators not in- 
terview directors of County NatWest Se- 
curities who had been in positions of 
responsibility or involved in the stock pur- 
chase? And if it is the case that the inquiry 
unearthed no wrong-doing, why has 
Nat West not published the results of its in- 
vestigations? 





Latin America's debt 


Argentina finds a friend 


BERLIN 


HE world's bankers have been brain- 

storming in Berlin. New schemes to cut 
the debts of developing countries are being 
aired. But the World Bank's strange zeal to 
lend to Argentina threatens to unhinge the 
rich world's efforts to instil financial disci- 
pline into third-world borrowers. Tradition- 
ally the World Bank has lent only to coun- 
tries which have already agreed to 
International Monetary Fund programmes, 
which set stringent short-term economic tar- 
gets. This changed for the first time on Sep- 
tember 25th. 

The World Bank announced that it had 
agreed a $1.25 billion package of loans for 
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Argentina. The World Bank has been satis- 
fied by a collection of promises about long- 
term economic reform. It is strange that Ar- 
gentina should be the first country to 
receive such indulgence, for its record as a 
borrower is as bad as any. 

The World Bank’s pre-emption of the 
IMF's role is likely to end in tears. It will en- 
courage Argentina’s game of playing its 
creditors off against each other. Stand-by 
agreements with the IMF normally prevent 
this by stipulating that the country con- 
cerned should receive IMF credits only if it 
eliminates arrears with all its creditors. But 
the World Bank's agreement with Argentina 


seems to have no such clause. 

Although Argentina’s foreign-exchange 
reserves are rising, arrears on its interest 
payments to foreign creditors have grown to 
at least $1 billion. Yet those banks and mul- 
tilateral institutions which are still prepared 
to lend more to Argentina are getting their 
interest On time. 

The vagueness of Argentina’s promises 
to the World Bank is set to cause trouble. 
The only figures in the “letter of develop- 
ment policy” that Argentina has endorsed 
concern the fiscal deficit. Argentina prom- 
ises to reduce that from this year's 4.6% of 
GDP to 2.496 in 1989. This accord could 
hamper the IMF's own efforts to agree an 
economic programme with Argentina. 

The Argentine central bank says that it 
has kept the IMF informed of the talks with 
the World Bank. It expects the IMF pro- 
gramme—should there be one—to be based 
on the World Bank's. That looks over-op- 
timistic. The Argentine central bank says 
that the World Bank's programme is an ex- 
tension of its own Plan Primavera (which is 
full of good intentions—like overhauling 
the tax system, requiring state companies to 
cut their losses and removing some tariffs). 
The World Bank may treat as promises such 
vagueness as "new, easy-to-collect and diffi- 
cult-to-avoid taxes", but the IMF will not. 

The IMF suspended its latest programme 
in May when Argentina missed its targets on 
inflation and fiscal deficits by a mile. The 
IMF's staff and its board members—espe- 
cially those from Britain and West Ger- 
many—are sceptical that Argentina can 
change its ways. Without an IMF deal, more 
money from both the banks and the Paris 
Club—which reschedules debts owed to 
governments—is unlikely. 

The World Bank, on the other hand, be- 
lieves Argentina’s promises, and its money 
is not conditional. By early next year Argen- 
tina will have probably received $700m of 
World-Bank money, which is supposed to 
tide it over the dislocation caused by the ab- 
olition of some of its protectionist trade laws 
and the reform of its domestic banking sys- 
tem. Investment loans for low-cost housing 
and power generation will make up the rest 
of the $1.25 billion. 

The Argentine economy minister, Mr 
Juan Sourrouille, accepts that Argentina 
should meet about half its $5 billion annual 
interest bill from its own resources. He 
wants the banks to refinance the rest. That 
is unlikely, since bankers are fed up with re- 
scheduling and refinancing Argentina's 
debt. Since 1982, Argentina has resched- 
uled its debt three times and taken $7.75 bil- 
lion in new cash from the banks. 

The most the banks might offer is inter- 
est capitalisation, Argentina would turn its 
interest payments into principal to be repaid 
at a future date. Argentina could then avoid 
transferring cash to the banks. Some Ameri- 
can banks are toying with a scheme which 
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would capitalise some of Argentina's inter- 


est payments, leaving the rest to be paid as 
normal. This would enable the banks to ar- 
gue that their loans were still performing, 
and therefore not subject to mandatory 
write-offs. 

Japan, meanwhile, is trying to reinforce 
IMF discipline. It offered cheap, untied trade 
credits for debtors who follow Fund 
programmes. 

The new buzzword in Berlin is debt-re- 
duction. One scheme tried out by Mexico 
and Costa Rica involves buying each other's 
debts in the secondary market and then us- 
ing them to settle their trade debts. Suppose 
Mexico imported $10m worth of Costa Ri- 
can goods; it could pay for them not with 
cash but with cheap Costa Rican debt. This 
type of deal sidesteps laws that prevent bor- 
rowers from using their reserves to repur- 
chase their debt at discount. Other Latin 
American countries are trying this out. Ad- 
vocates of such financial bartering—like Mr 
Martin Schubert, chairman of Eurinam, a 
specialist trader of developing countries’ 
debt—reckon that debt will be used increas- 
ingly as a means of exchange. 

The managing director of the IMF, Mr 


Michel Camdessus, hinted that the Fund 
was working on a scheme which would allow 
countries to repurchase their debt at a dis- 
count. One way this could work would be 
for the countries to take some of their IMF 
stand-by money as a contribution to a trust 
fund, perhaps run by the iMF, which would 
then repurchase debt from banks. 

Even Citicorp is gung-ho for debt-re- 
duction. It points out that Brazil could cut 
its $68 billion of debt to commercial banks 
by as much as $18 billion in five years, if it 
used debt-for-equity schemes and exit bonds 
(which involve banks exchanging their 
loans for bonds with a lower face value and a 
fixed rate of interest). 

What the would-be debt-reducing banks 
have in common is a long-term commitment 
to Latin America. Citicorp's first foreign 
branch opened in Buenos Aires in 1914. It is 
now an active local bank throughout Latin 
America. West Germany's Deutsche Bank, 
whose chairman Mr Alfred Herrhausen is a 
strong advocate of debt relief, recently 
bought a 30-branch bank in Argentina. 
Such bankers believe that what is good for 
the country will also—eventually—be good 
for the banks. 





Japanese insider trading 


New laws for old 


TOKYO 


IKE London before it, Tokyo is finding 
that the internationalisation of its 
stockmarket requires a less cavalier ap- 
proach to marketsensitive information. 
Foreign securities houses in Japan, particu- 
larly American ones, resent their exclusion 
from the local grapevine. They have pressed 
the authorities to close the wide gap be- 
tween Japan's anti-insider-trading legisla- 
tion and its American model. There is now a 
second wave of pressure, this time from for- 
eign regulators. 

Japan has never had a criminal prosecu- 
tion for insider trading, and has had only a 
handful of actions on related and lesser civil 
charges. So there has been no case law to 
flesh out the definition of insider trading. 
New legislation, passed by parliament in 
May, attempts for the first time to define, 
well enough to stand up in court, what in- 
side information is and who counts as an in- 
sider. The Ministry of Finance is busy writ- 
ing the fine print on this legislation in time 
for it to come into force next April. 

Whatever the rules say, the heart of the 
problem remains a stark difference of view 
between East and West on what constitutes 
insider information. Cross-shareholdings 
are common in Japan. Japanese feel it only 
natural for firms (and groups of firms) 
linked in this way to exchange business in- 
formation without making it public. But this 
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Put walls around them 


also means that banks and other institu- 
tional shareholders attached to these groups 
readily obtain what in New York or London 
would be considered insider information. 
Sometimes they trade on it. 

It is not easy to change a culture just by 
changing the rules. The Tokyo market, like 
other Asian markets, is moved more than 
western ones by rumour and sentiment, and 
less by economic fundamentals. That makes 
it more vulnerable to manipulation than 
London or New York, especially as three- 
fifths of trading volume is accounted for by 
only four brokerage houses. 

A series of what anywhere else would 
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have been insider-trading scandals is start- 
ing to bring home the consequences of an 
easy-going approach to insider trading. The 
misdeeds of Ivan Boesky, a crooked arbi- 
trager in New York, stirred vague misgivings 
among Japanese about the problem. The 
Tateho affair a year ago brought those mis- 
givings into much sharper focus. Tateho 
Chemical Industries nearly folded after 
speculation in yen-bond futures went bad. 
Well-connected shareholders sold out just 
before hefty losses were announced. Several 
cases have followed that are widely seen as 
ethically dubious, although none has yet 
provoked a prosecution. 

Such questionable stock dealings have 
made stricter regulation seem more neces- 
sary to the authorities—and more accept- 
able to companies and financial houses. Bits 
of the new law are being hurried forward. 
The authorities took stronger surveillance 
powers in August, and stricter rules for re- 
porting information material to a comp: 
business has just come into force. The 
kyo Stock Exchange has improved its moni- 
toring of dodgy share-price movements. 

Further regulation is on the cards. In 
mid-September, the prime minister, Mr 
Noboru Takeshita, suggested in parliament 
that Japan should have a version of Ameri- 
ca's Securities and Exchange Commission 
(sec). That may be too legalistic an ap- 
proach for Japan. Whatever happens, the 
department within the Ministry of Finance 
that deals with insider trading will need 
strengthening. 

To pre-empt any drastic changes, the se- 
curities companies and other financial insti- 
tutions have already started to put their own 
houses in order. They are tightening inter- 
nal controls on the leakage of information 
between their underwriting and sales sides. 
Such segregation has become the rage, even 
though it will make it harder for reformist 
firms to attract business: Japanese issuers of 
new equity are interested in the ability « 
underwriter’s salesmen to support the mar- 
ket for the new issue. 

That has led some foreigners to doubt 
whether Japanese Chinese walls will be 
sound-proof. Similar doubts are raised 
about the true intentions of the authorities. 
Some suspect that they want to be seen to be 
doing something about insider trading, but 
after making a well-publicised gesture they 
will let the market slip back to its bad old 
ways. That suspicion seems misplaced. 

There is a clear trend towards 
harmonisation of the regulation of the Lon- 
don, Tokyo and New York markets. For the 
past two years, officials at the Japanese Min- 
istry of Finance have exchanged informa- 
tion on suspected insider trading cases with 
the sec and Britain's Department of Trade 
and Industry. To make this more effective, a 
common definition of insider-trading in the 
laws of all three countries is needed. 
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Meet the 
New French Government 
in BI's 6th Roundtable with 


the Government of trance 


Hotel Royal Monceau, Paris 


— 


. 16-18 November 1988 | 


The Pime Minister of France; | 


Michel Rocard and his key 

ministers in the new French 

Government, will participate 
- in BI’s sixth Roundtable with 

the Government of France. 
One first was held in 1962 with. b George 
Pompidou and his cabinet. 


During the course of this event, busted 
executives will have the opportunity to 
= views with ministers in a a frank, 


ros ers bina 


P the comin e pes 
Market. Program." 


As F: rance. prepares for intensified competi- 
tion.in the Single European market, busi- 
ness’ assessment of the content and timing 
of the government's reforms, designed to 
prepare France e for 1992, will be critical to 
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- Alain Richemond 
Business International 
26 rue de la Pepiniére 


corporate decision. making i in Europe. 


Other confirmed speakers from Prime 
Minister Rocard’s cabinet include: 


The Minister of Economy and Finance 
The Minister of European Affairs 
is Minister of on Policy - 


The Minister of Industry - 
The Minister of Labor 


— Th. Prime Minister will deliver the conclu- _ 


sions, which will be followed by an official 
reception, hosted by Michel Rocard. 


A dinner hosted by the Bank Worms on 
Thursday evening will give the participants 
and major French industrialists a chance to 
discuss cross-border alliances with 


J. M. Rausch, the Minister,of Foreign Trade. 


To register attendance, please contact: 


Geneva 

Ann Simond 

Business International. 
12-14. Chemin Rieu , 
1211 Geneva V7 
Switzerland © 

Tel (4122) 475355 
Fax: M22) 4781 18 





Continental Illinois 


Private banking 


N AMERICAN bank that went spec- 
tacularly bust in 1984, was saved by a 
$7.5 billion lifeline and then virtually 


~ nationalised, is now up for sale. The Ameri- 


can government's 69% interest in Conti- 


. nental Illinois of Chicago is coming to mar- 


. N cue. 


* 
- 


ket. Goldman Sachs has been sounded out 
as the possible lead underwriter. The 69% is 
held by the Federal Deposit Insurance Cor- 
poration (FDIC), a government agency which 
picked up the stock as part of the 1984 res- 
Continental looks ripe for re- 
privatisation. 

In the past 14 months since Mr Thomas 
Theobold, an ex-Citicorp man, took over at 
Continental, the bank has sold off its retail 
business operations. It wants to concentrate 


| On corporate banking for big and medium- 


size American companies. Overseas, Conti- 
nental will maintain a small network of of- 
fices in leading financial centres, such as 


| 
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London and Tokyo, to funnel investment 
capital to American industry. It will no 
longer try to compete with local banks in 
foreign countries for their domestic banking 
business. Among America’s big banks, only 
Bankers Trust and J.P. Morgan deal exclu- 
sively with business clients. But, before it de- 
cided in the early 1980s that oil would al- 
ways become ever dearer, Continental was 
essentially a business bank. 

[t is wise to return to old roots. Retail 
banking in America is now more crowded 
than a rush-hour subway train. The manage- 
ment team brought in by banking regulators 
immediately after the federal rescue of Con- 
tinental erred when they tried (unsuccess- 
fully) to squeeze into the pack. They bought 
small suburban banks, but were unable to 
boost Continental's consumer deposits by 
much more than 10%—hardly the stuff of 
retail-banking superstars. In a recent survey 





HE idea of lending to Britain's film in- 

dustry makes credit officers at most 
banks shudder. Few have forgotten the 
collapse of Goldcrest (the company which 
made “Chariots of Fire" and "Gandhi" 
or the comment of one of Mr Lew Grade's 
henchmen about "Raise the Titanic"— 
"It would have been cheaper if we had." 
However, a few banks in London and Am- 
sterdam now think differently. They have 
loans and guarantees of about $112 billion 
riding on various independent films. And 
they are chalking up big margins—usually 
396 above their cost of funds. 

The films financed tend to have 
"small" budgets of about $5m—a quarter 
or less of the budgets of films produced by 
the big American studios. Many are "art 
house” films like “Sammy And Rosie Get 
Laid" (financed by Pierson, Heldring & 
Pierson, a Dutch merchant bank) or the 
yet-to-be-released "Loser Takes All”, a 
film of a novel by Graham Greene that in- 
cludes Guinness Mahon, a British mer- 
chant bank, among its backers. The big- 


gest lender, with a filmdoan book of 


around $700m, is Crédit Lyonnais Neder- 
land, the Dutch subsidiary of a big French 
bank. 

In America the big studios have strong 
corporate parents—Columbia Pictures 
(Coca-Cola), Paramount (Gulf+ Western) 
and 20th Century-Fox (News Interna- 
tional). They can produce a string of films, 
and hope that the odd big hit will more 





Sammy and Rosie get paid 


than compensate for all the flops. For the 
small British independents each film has 
to stand on its own. 

Most film-loans to independents now 
follow a pattern that was developed by 
Crédit Lyonnais and Mr Dino De 
Laurentiis. Its trick is to identify the risks 
and then lay them off. First, bankers de- 
mand that each film is presold to various 
distributors; typically. 5096 of these 
presales will come from American distrib- 
utors, 4096 from video companies and 
1096 from British television. Occasionally 
one distributor—usually a big American 
studio—will offer to buy all the rights. 

"The bank adds up the future cash- 
flows from these presales and discounts 
them back to a present value against 
which it can lend, providing that it feels 
reassured of the distributors' creditworth 
iness. The next step is to insist that the 
film is made on budget and to the distrib- 
utors' specifications. 

A completion guarantee bond, where 
a third party undertakes to pay for any ex- 
tra costs itself, is usually called for. 
Around 9096 of these bonds are issued by 
two firms: the Completion Bond Com- 
pany, all of whose business is reinsured 
with America's Farmers Fund, and Film 
Finances, which reinsures the bulk of its 
business with Lloyd's of London. The 
bond companies pocket up-front fees of 5- 
696 of the film's budget (half of which is 
returned if there is no claim). They moni- 








Bankers among the supporting cast 





by Goldman Sachs, a quarter of America’s | 
1,000 largest industrial concerns and 350 
big service companies listed Continental as 
their primary bank. 

This time around, business banking for 
Continental will mean not just lending but 
also providing the full range of corporate 
banking services—from cash management 
to asset/liability planning. Loan interest ac- 
counts for only a quarter of revenues. Al- 
most all of those loans have been made since 
the 1984 rescue, and ought to be wiser than 
the old ones to all those oil wells. 

Two months after his arrival at Conti- 
nental, Mr Theobold changed the bank's di- 
rection. In January this year, he also reorga- 
nised Continental's fractured management. 
Managers were sold shares in the company, 
to make them entrepreneurial. Continental, 
once big, then beautiful, then bust, is con- 
centrating on increasing its profits rather 
than its assets. Mr Theobald wants to main- 
tain a return on equity of at least 15%. ~~ 
bank exceeded that target in the first ha 
1988, when its net profit of $129m repre- 
sented an 18.396 annual return on equity. 
EUNTEM 





tor a film's progress daily, reserving the 
right to take control if it falls behind 
schedule. 

The film-banks say that the subse- 
quent success or failure of the movie does 
not matter. Occasionally banks convert 
some of their debt into equity. Both Hill 
Samuel and Pierson, Heldring & Pierson 
have small stakes in "The Last Emperor", 
which cost $25m to make and so far has 
receipts of $100m worldwide. Most banks, 
however, are happier to sit in the wings 
and count their above-average takings. 
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Making America S payloads - 


pay 


NCE upon a time the only people in 

America who bought rockets of any 
size worked for the National Aeronautics 
and Space Administration (NASA) or the 
Pentagon. Ás well as buving launchers for its 
own space projects, NASA handled all com- 
mercial payloads from their earthly cradles 
to their celestial graves (temporary though 
tU > graves are—see page 96). America's 
( mercial Space Launch Act of 1984 
changed all that. It pushed NASA out of com- 
mercial launches and brought businesses in. 
In the four years since then, the space- 
launch business has begun to resemble the 
commercial-aircraft industry. 

Boeing has about half the world market 
for commercial jets. Two other companies, 
McDonnell Douglas and Europe’s Airbus 
Industrie, share most of the rest. The Ameri- 
can space industry is just as concentrated— 
though there are alternative launch. indus- 
tries elsewhere in the world. In America, the 
"big three" companies—McDonnell Doug- 
las, General Dynamics and Martin Mari- 
etta—are set to dominate the launches of 
payloads of over 1,500kg. 

The high cost of making rockets, and 
thus of entering the market, is a main reason 
for this coming triopoly. To think up and 


develop a not-too-complicated large rocket 
would cost $5 billion, according to the Of- 


| 1chpad line-up 


"Weights in kg show payload to low-earth orbit 





Shuttle C b 


Titan 34D Delta H j Conestoga Pega asus 
To be commissioned | Martin Marietta; McDonnell Douglas; | Space Services inc, | Orbital Sciences inc; 
(ON je | 13, Ai | tents 1 pato; | 270 kg; | 
er 46, 000kg; ‘aval now available now 1 E 
Te begin 1993 Titan IV dd Scout Liberty 1A 
' Martin Marietta; General Dynamics; American Rocket Co; LTV; Pacific American 
— .17,450kg; 5,800kg. 1,800kg; 250kg; Launch Systems; 
‘tests begin late 1988. available now i981. available now  "Süükg: 
being tested 


ipurces: Rockwell, University of Houston, Clear Lake; The Centre for Space Policy; NASA; The Economist estimates 
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fice of Technology Assessment in Washing- 
ton, DC. Rather than take such a costly gam- 
ble, rocket companies do. what makers of 
airliners do: they find ways to squeeze more 
juice out of their own old designs. The main 
three American rockets—Martin Marietta's 
Titan, General Dynamics's Atlas and Mc- 
Donnell Douglas's Delta—are all converted 
30-to-40-year-old intercontinental ballistic 
missiles. With improvements in exhaust- 
nozzle designs, fuel mixtures, the use of 
lightweight materials and other things, engi- 
neers can achieve a lot. The original Delta 
could launch 45 kg; the Delta II should be 
able to lift 100 times more. 

Until recently the big three were more 
chums than competitors because their rock- 
ets had different uses. But the latest Delta 
and Atlas rockets are chasing the same me- 
dium-weight launches. Joint ventures are 
likely but, even so, the market will be made 


more competitive by the attempted entry of. 


at least three new American rocket compa- 


nies into the business: E Prime Aerospace of. 
Titusville, Florida; Space Services of Hous- .- 
ton, Texas; and American Rocket of Cama-^ 


rillo, California. Although their first 


launches will be small, the companies brag _ 
that they will be able to offer Delta-sized 


launches for a tenth of the price. 


That is not impossible. As befits a mis- 


sile, the existing NASA and Pentagon rockets 
were built for speed and to pack the biggest. 
possible payload into the smallest possible 
packages. To save weight, a deep pattern of 
interlocking triangles and circles is etched 
into.the skin of their fuel tanks. The metal 
bridges left between the milled areas create a 








system of braces which maintain the metal 
strength and cut its weight by half. Suck 
techniques are elegant but do not make as . 
much sense for the commercial market. To 
be successful, a commercial rocket can be- 
slow and overweight so long as it is also: 
cheap. To cut costs, the new companies use- 
parts that are already around and simplify- 
existing designs. They also run a tighter ship © 
because they have to serve commercial busi- 
nesses rather than the Pentagon, which is a 
notoriously slack taskmaster. 
One company, American Rocket, has 
decided to use a new type of engine. Today's 
rockets are usually powered either by solid 
or liquid fuel. American Rocket uses a hy- 
brid system invented half a century ago. The 
solid fuel is polybutadiene— basically tyre 


tubber—and the liquid is liquid oxygen. 
“The oxygen is sprayed into the chamber 


holding the polybutadiene, which makes a 
combustible mixture. It also makes a rather 
slow rocket, but—the company hopes—a 
cheaper and safer one. It should be safer be- 
cause not enough rubber and oxygen mix to 
cause an explosion. It should be cheaper be- 
cause the raw materials are less expensive, 
and because there are fewer restrictions on 
manufacturing and handling them. 

It is not enough to. offer cheap ways into 





orbit. The companies must also convince a 
buyer that their rockets are reliable (most 


payloads, after all, cost many millions of dol- 


lars). The only way to do that is to fly them. 
Existing rockets have the benefit of a track 


record. Delta rockets, for example, have 


flown 180 times, with an overall success rate 


Bangs in the bargain basement 


Although it seems that the medium- and 
heavy-lift markets will belong to the big 


three missile makers and governmentepon- ` 


sored ventures, small commercial launch ve- 
hicles could well belong mainly to new com- 
panies. The market may be too small o 
(perhaps not more than $300m a year) to at- 
tract the established companies. And the 
barriers to entry are lower for small pay- 
loads—they are of their nature cheaper to 
launch. One new company, Pacific Ameri- 
can Launch Systems of Menlo Park, Califor- 
nia, has a contract from the American air 
force to test a rocket that it put together for 
less than $1m. You can also take bigger risks 
with smaller. payloads, since they are usually 
less expensive and easier to replace. 

The rockets that will launch small pack- 
ages are either sounding rockets or launch- 
ers for small satellites. Sounding rockets 
shoot a payload virtually straight up—to 
practically. any height—and. they come 
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straight down again, without going into or- 
bit. As the payload falls to earth, it becomes 
weightless; such “microgravity” research is 
an increasingly popular tool in materials sci- 
ence, biology, and physics. 

If a company is tackling just one or two 
tasks, launching its own small satellite could 
be considerably cheaper than renting space 
on a big satellite designed for somebody else. 
A case in point is Healthsat I, which is due 
to be launched in 1989 by Amsat, a not-for- 
profit group in Silver Spring, Maryland. It 
weighs 10kg, is nine inches high and—if all 
goes as planned—will be launched for noth- 
ing by a cosmonaut aboard Russia's space 
station, Mir. 

Healthsat I is a communications satel- 
lite that can be used by doctors equipped 
with a briefcase-sized receiver to talk and 
swap medical information with doctors else- 
where via a form of electronic mail. Since 


Healthsat | will be in an inclined orbit (see 


Orbits for everyone 


SATELLITE is like a stone being 
swung around on a string. Because 
of its momentum, the stone, left to its 
own devices, would fly off in a straight 
line. However, the tension in the string 
pulls it towards the centre of the circle. 
As a compromise, the stone keeps going 
round and round. For satellites, the in- 
ward force is the gravita- 
tional attraction of the 
earth, and the momentum 
is provided by the satellite's 
launcher. In a stable orbit, 
the two balance each other. 
Like the stone on a 
string, the closer a satellite 
is to the source of the in- 
ward force, the faster it cir- 
cles. At 150 miles up, 
NASA's shuttle girdles the 
earth every 90 minutes. At 
22,300 miles above the 
equator, things are more se- 
date. A satellite in that or- 
bit circles the world once 
every 24 hours. So it ap- 
pears to hang over the same 
spot. Because such "geosta- 
tionary” craft are fixed 
above the same place, like a 
mirror on a wall, and look 
down over a vast slice of the 
earth at once, they are used 
mainly to bounce signals 
from one part of the earth to another. 
An "inclined" orbit traces a circle 
tilted at an angle to the equator. The 
shuttle usually travels in an inclined or- 
bit of 22!5*. Because satellites on their 
way to an inclined orbit get a boost from 


unfamiliar angle 


box below), users will have to wait until it is 
overhead before they can talk to it. This will 
happen about six times a day. A small con- 
stellation of satellites could provide near 
continuous coverage. 

Small satellites also interest the Penta- 
gon, which would like them to augment or 
replace satellites quickly in times of crisis or 
war. They could also be used as "pop-up" 
satellites, which fly over their targets once or 
twice and then plop back into the atmo- 
sphere before the enemy realises it is being 
watched. And launchers for small satellites 
could be moved around to launch bombs 
from unexpected places. 

The Defence Advanced Research Pro- 
jects Agency hopes to get a $70m down-pay- 
ment this year on its $235m five-year plan to 
stimulate development of launchers and sat- 
ellites. Orbital Sciences in Fairfax, Virginia, 
has come up with one of the most original 
ideas. It has designed its launcher, Pegasus, 


the earth's rotation, it is the easiest—and 
therefore cheapest—orbit to reach. 
NASA's proposed space station, and vir- 
tually any manufacturing or materials- 
science craft will be in an inclined orbit. 

To get a good look at the earth, take a 
trip over the poles—a polar orbit. Be- 
cause the earth spins from east to west 
under a polar-orbiting satel- 
lite, it sees, at some time or 
other, the whole surface of 
the globe. Weather satel- 
lites, remote-sensing and 
spy satellites are often put 
in polar orbit. Because such 
satellites must lose the east- 
west momentum given to 
them by the earth's rota- 
tion, and then accelerate 
from north to south, polar 
orbits take more than twice 
as much energy to reach as 
inclined orbits. 

Russian craft frequently 
use a third type of orbit 
called a Molniya. Satellites 
in a Molniya orbit travel in 
extremely elliptical paths. 
A network of four such sat- 
elites is used for Russian 
communications, because 
each moves slowly over the 
northern-most parts of the 
globe (which is under the 
most distant part of the ellipse). This is 
where geosynchronous satellites have the 
hardest time seeing, and where most of 
Russia's communications traffic is. Such 
manoeuvres are the price of having your 
country in an inconvenient place. 





around an experimental space-plane fron 
the 1960s, the x-15. The x-15 was carried t 
40,000 feet under the wing of a B-52 bomber 
released, and flown up to 150,000 feet. B 
making its launcher similar to the x-15, th 
company will be able to do without the usua 
test flights. 

Several littleeknown denizens of th 
small-rocket business, formerly sub-contrac 
tors to NASA, are now going it alone 
Conatec, LTV Aerospace, Space Vector anc 
Space Data. Competition among all thes 
smaller companies will be stiff. It does no 
take much to put 100kg or so into orbit, anc 
there are plenty of surplus boosters from ol 
missile systems that could be modified to d 
it. Hosts of companies make missiles fo 
ships, aircraft and soldiers. Any of then 
could tinker with existing systems and ge 
into space if the market grows dramatically 
So the pickings will not be easy. 





Planetary science 


In from the cold 


LUTO is the Ulan Bator of the sola: 

system—small, cold, strange and a lon; 
way from anywhere. It and Neptune, the twc 
most distant of the sun's nine planets, ari 
the only two yet to be visited by probes fron 
earth. Neptune will join the ranks of th« 
probed when Voyager 2 reaches it next Au 
gust, after a journey lasting 12 years. There 
are no plans to make the equally length 
voyage to Pluto; so its mysteries must be puz 
zled over from afar. 

Since its discovery in 1930 Pluto has oc 
cupied an ever-smaller place in the eyes o 
astronomers. As measurements of its size be 
came more accurate it dwindled from a gian: 
seven times the mass of the earth to a specl 
about as wide as the continental Unite 
States. If estimates of Pluto's size hac : 
shrinking at the same rate, the planet ' 
have been on course to vanish completely by 
the turn of the century. 

Its diameter now seems to have settlec 
down at around 1,400 miles. But small doe: 
not mean dull. New and better observation: 
come along, and observations lead inexora 
bly to theories. Thus, over the past decade 
Pluto has developed a moon, an atmo 
sphere, a climate and possibly even some 
geography. 

The moon was announced in 1978, b 
Dr James Christy. Compared to its partne: 
it is disproportionately large—about ar 
eighth of Pluto's mass. Earth's moon, alsc 
outsized compared to most, is only 196 o 
the mass of the earth. The earth-moon at 
traction is strong enough to ensure that th« 
moon always has the same face turned to 
wards the earth. For Pluto and Charon, th« 
attraction has the same locking effect or 
both partners. They spin around facing eack 
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other like dancers in a reel—a unique “dou- 
ble planet”. 

There is only a single atmosphere, 
though. Pluto's atmosphere was observed 
directly for the first time earlier this year by 
watching what happened when the planet 
passed between the earth and a star. Just be- 
fore Pluto hid the star, the starlight 
faded—which suggests that it was being fil- 
tered by Pluto's atmosphere. 

Part of the atmosphere is probably 
methane. Astronomers have picked up 
traces of methane frost on Pluto, which may 
account for the ice caps around its poles. Dr 
Richard Binzel, of the Planetary Science In- 
stitute in Arizona, has shown that the north 
pole of Pluto is a different colour from the 
rest of the planet. 

Through telescopes, Pluto and Charon 
appear together as a blur. By comparing the 
colours of the blur when Charon is visible 
and when it is hidden by Pluto, Dr Binzel 
showed that Pluto is redder than its moon. 
However, when Charon passes between 
earth and northern Pluto, there is no 
change in the colour of the blur; when it 
passes over the equator, the colour changes. 
So the pole is as blue as Charon, the equator 
is redder. That might be explained by the 
aging of methane. As frozen methane gets 
older, it gets more red. So if methane is 
evaporating at the equator, and being de- 
posited at the poles, you would expect the 
freshly-frosted poles to be bluer. 

There are other hints of features on Plu- 
to's surface. Dr Mark Buie of the Space Tele- 
scope Science Institute in Maryland has 
looked at all the information from the past 
30 years about the brightness of Pluto and 
used it to make a model of the planet’s 
surface. 

The model has ice caps. It also has spots: 
one bright and one dark. Two spots is not 
much in the way of geography for a whole 
planet, but from almost four billion miles 
discerning any features at all is impressive. 
To make things work properly, Dr Buie also 
has to add a dark band around the equator. 
If that blackness is sooty carbon, it might be 
linked to a hazy smog, thought to be carbon- 
based, that showed up in the atmosphere. 

The question of where Pluto came from 
is perhaps the most difficult to solve. The 
mathematics describing its orbit are "cha- 
otic’: it is impossible to say where it was 
more than 20m years ago. For some time it 
was thought to be an escaped moon of the 
nearby giant planet Neptune. The eccentric- 
ity of Pluto's orbit—at its closest to the sun 
it is inside the orbit of Neptune, at it fur- 
thest well outside—and the relationship be- 
tween the orbital periods of the two planets 
were brought forth as evidence. 

That idea recently fell from favour. It 
would take a stray star brushing past Nep- 
tune to set up the escape. It is more plausible 
to believe that Pluto is the last of a lost 
breed; that there were more such bodies, 
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but that the chaos of their orbits has thrown 
them down, to burn in the fires of the sun, 
or cast them away to outer darkness. It 
might have been the harmony between the 
orbits of Pluto and Neptune which enabled 


Pluto to survive. If so, Neptune’s moon Tr 
ton may be a Pluto-like body captured b 
Neptune. Although it will be decades befor 
a spacecraft visits Pluto, next year Voyager 
may be visiting its next of kin. 














Space junk 


Return of the native 


F IT lands in America, Mr Bush and Mr 

Dukakis will have something new to de- 
bate. If it lands in Russia, Soviet scientists 
will say they cannot understand what every- 
body was so worried about. Astronomers 
would probably be happy for it to come 
down anywhere, so long as it gets out of 
their overcrowded skies. There are already 
at least 6,000 pieces of assorted space junk 
circling the earth and making the stars 
harder to study. 

Cosmos 1900, which will probably fall 
to earth around the end of the first week of 
October, could land—or splatter radioac- 
tive debris over—anywhere between the lat- 
itudes of 65°N and 65's. That means practi- 
cally anywhere except the Arctic and 
Antarctic circles. 

All of the 300-or-so working man-made 
satellites, and the 900-or-so dead ones, will 
come back down eventually. Some will take 
millions of years to succumb to the earth's 
gravity. But Russia's nuclear-powered ocean 
reconnaissance satellites, like Cosmos 1900, 
get homesick rather quickly. Cosmos 954 
came down in dangerous and sometimes 
sizeable chunks on a sparsely populated part 
of northern Canada in 1978. Cosmos 1402 
burned up over the Indian Ocean in 1983. 
Of the 40 or so such satellites that Russia 
has launched since 1967, perhaps a dozen 


have met with misfortune. 

They are not jinxed, just daredevil: 
bound to have accidents fairly often. The 
use "active" radar for spying by bouncin 
signals off ships and listening to the echoe 
that come back. An unfortunate law « 
physics dictates that the strength of such sig 
nals weakens dramatically the further away 
satellite is from its prey: at twice the rang 
they are only one-sixteenth as strong. S 
Cosmos 1900 and its kin almost ski 
top of the earth's atmosphere, MAC 
150 miles up. 

At such a low altitude, a craft needs t 
be as sleek as possible to stay aloft. The usu: 
sort of power supply for satellites—an arra 
of solar cells——would drag it down to 
quickly, so it carries a small nuclear reactc 
instead. For safety's sake, the reactor is suy 
posed to shoot up 500 miles into a stabl 
“graveyard” orbit when the satelllite's mi: 
sion is over. If that fails and the whole thin 
starts falling, Cosmos 1900 is supposed t 
jettison the radioactive core of its reacto 
The core should then burn up as it falls— 
trick which the core of Cosmos 1402 mar 
aged. This does not get rid of the radioacth 
ity, but does disperse it more widely. Th 
fruits of space are, after all, supposed to b 
for everyone. 
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And then the lighting of 


the lamps 


THE LETTERS OF T.S.ELIOT. VOLUME 1: 1898-1922. Edited by Valerie Eliot. Faber; 639 pages; 


£25.00. Harcourt Brace Jovanovich; $29.95 


ELIOT'S NEW Lire. By Lyndall Gordon. Oxford University Press; 356 pages; £15.00. Farrar, 


Straus & Giroux; $20.00 
T WAS Ezra Pound who nicknamed T.S. 


Eliot “Possum”, to indicate that his fel- 
low-expatriate's punctiliously formal man- 
cloaked the most radically innovative 

t of his time. A possum-like formality 
marked Eliot’s hugely influential criticism as 
well, After the first world war he overturned 
the nineteenth century's view of poetry as 
sentimental self-expression, substituting a 
rigorous classical ideal of intellect, tradition 
and impersonality. Poetry, he declared in a 
famous phrase, “is not a turning loose of 
emotion, but an escape from emotion... 
not the expression of personality but an es- 
cape from personality.” And yet, since El- 
iot's death in 1965, it has become clear that 
all his poetry proceeded from passionate 
personal experience. Beneath that bank- 
clerk exterior lay, as a critic has said, "one of 
the most subjective and demonic poets who 
ever lived." 

Characteristically, Eliot stipu- 
lated that no biography of him should 
be written. But various memoirs have 
provided glimpses and insights, and 
now the publication of his letters, the 

volume of which has appeared to 
„K the Eliot centenary, will go a 
long way towards clarifying the image 
of the man. As editor, Valerie Eliot 
has included not only her husband's 
letters but material by his unhappy 
first wife, Vivienne, as well as family 
and friends. The result is an engross- 
ing picture of Eliot which moves like a 
documentary biography. 

The rather delicate son of elderly 
parents, he inherited from his father 
a stern New England sense of probity 
and public service, and from his 
mother a love of piety and literature. 
Aware of an early poetic vocation, he 
un well-meaning pressure to 
take up a safe academic career in phi- 
losophy. The conflict is evident in his 
letters from Oxford, where he was a 
post-graduate. “Oxford is very 

retty," he wrote, "but I don't like to 
dead." In April 1915 he men- 
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tioned off-handedly that he had met a girl 
named Vivienne; two months later they 
were married. This event seems to be "the 
awful daring of a moment's surrender" re- 
ferred to in "The Waste Land". The couple 
were disastrously unsuited, and Vivienne 
soon exhibited not merely chronic ill. 
health, but signs of the mental instability 
that would doom their marriage. 

The Eliot that emerges from these let- 
ters is far from ineffectual. He turned out a 
stream of remarkable critical pieces for influ- 
ential papers, and sought out the contacts 
that would enable him to "drum up trade". 
He displayed a resolute will that would have 
delighted his New England ancestors: “I 
think that everybody gets the kind of life he 
wants and that if he doesn't know, or 
doesn't want strongly enough, he will never 
get anything satisfactory." Poetry remained 





the centre of his life, but, beginning in 1917, 

he undertook his famous eight-year stint as 

an employee of Lloyd's Bank, largely to pro- 
vide Vivienne with the security of a regular 
salary and pension. 

By 1920 his articles had defined the 
modernist sensibility, dethroning the ro- 
mantics in favour of the Jacobeans. Eliot 
could assure his mother, still uneasy that he 
had opted for “ephemeral vers libre” instead 
of philosophy, that "a small and select 
public... regards me as the best living 
critic, as well as the best living poet, in Eng- 
land.” But his domestic circumstances were 
always fraught. Vivienne's letters show a 
flighty, passionate personality barely held in 
check. When at last Eliot suffered a nervous 
breakdown and went off for a three-month 
cure (during which he was to complete “The 
Waste Land"), Vivienne complained that "I 
have not nearly finished my own nervous 
breakdown yet.” 

This volume of the letters takes the 
reader as far as 1922. Lyndall Gordon's criti- 
cal biography picks up the story after Eliot's 
separation from Vivienne in 1933. The rela- 
tionship between the man and the poetry is 
Mrs Gordon's particular concern. Her pre- 
vious book, "Eliot's Early Years", persua- 
sively demonstrated the effect on Eliot of 
the Puritan quest for the absolute, which his 
mother had enacted in her own poetry. 

His "new life" was in part a return to the 
terms of his heritage, but it was also 
inspired by renewed contact with 
Emily Hale, a woman he had loved 20 
years before—the only woman, in- 
deed, he believed he had ever loved, 
until his second marriage. It is Emily's 
image that haunts the transcendent 
moments in Eliot's poetry, such as his 
vision of "the heart of light, the si- 
lence” in “The Waste Land". After 
the breakup of his marriage, Emily 
played Beatrice to Eliot's Dante, an 
ideal of a more-than-earthly love. 

Miss Hale waited with him and 
gave him sympathy as Eliot went 
through the long period of penitence 
which he felt his abandonment of 
Vivienne demanded (and which in- 
formed “Murder in the Cathedral” 
and "The Family Reunion"). But 
when Vivienne died in a mental insti- 
tution in 1947, Eliot still did not 
marry his old love, preferring hér in 
her role as distant helpmate. In his 
solitary quest for saintliness, Eliot 
combined the passive subtlety of a 
Henry James character with the tortu- 
ous, introverted spirituality of the 
Reverend Arthur Dimmesdale in 
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Hawthorne's "The Scarlet Letter". The 
spell was only broken with his late happy 
marriage to Valerie Eliot, which gave him, as 
he said, the best years of his life. 

During those last years, Mrs Gordon 
points out, Eliot modified many of his 
youthful critical decrees. In particular, he 
abandoned impersonality, emphasising the 
primacy of feeling in the creative process. 
But this was really nothing new. Fifty years 
before, even as he commended the ideal of 
escape from emotion and personality, he 
had gone on to observe that "only those 
who have personality and emotions know 
what it means to want to escape from these 
things." 





Britain's civil service 


Advise and relent 


INSIDE THE THINK TANK : ADVISING THE 
CABINET, 1971-1983. By Tessa Blackstone 
and William Plowden. William Heine- 
mann; 257 pages; £14.95. 


RITAIN has had so few truly merit- 

ocratic institutions that, where they ex- 
ist, they are romanticised. The BBC, the non- 
Oxbridge universities, the Independent 
newspaper—perhaps because they have 
seemed less class-bound and establishment- 
minded than their fellows—have been for- 
given rather too much. 

[n a small way, the Central Policy Re- 
view Staff (cPns), the small, apolitical think 
tank which sat in the Cabinet Office for 12 
years, fits the same mould. Although its first 
head (Lord Rothschild) was a hereditary 
peer and plenty of its members pretty gilded, 
its image has been that of rational, inquiring 
brains bringing analytical skills to the busi- 
ness of government. Lady Blackstone and 
Mr Plowden, both ex-members of the CPRS 
(in Mr Plowden's case, an ex-journalist on 
The Economist, too) have now offered the 
first full-length assessment of what the CPRS 
did, and how well it did it. Their book is 
probably the most important account of the 
workings of Whitehall since Richard 
Crossman's diaries. 

Some of the book's best stories—like 
the way in which the diplomatic service 
spiked a report on Britain's overseas repre- 
sentation, or the battles over nuclear energy 
in the 1970s—have been told before, but 
never with such an inside view. Others—for 
example, the (true) story of the moment in 
1983 when an enraged Mrs Thatcher or- 
dered the CPRS to retrieve and destroy every 
copy of a paper it had written on the state 
pensions scheme—are here in the open for 
the first time. 

The book never quite seems to under- 
stand, however, how odd a beast the CPRS 
was, and hence how difficult it is either to 
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justify its existence or make a case for its 
comeback. At the heart of that difficulty lies 
the fact that Britain is, by the standards of 
other countries, an intensely politicised soci- 
ety. Elsewhere, it might be possible for pol- 
icy on identity cards for football matches, 
Sunday shopping, or the supply of rented 
housing to be amenable to some relatively 
value-free, technical analysis. Not in modern 
Britain, where, in a trice, anything can be 
made the stuff of controversy between po- 
litical parties. 

So it is not suprising that, as the authors 
found, few ministers, unprompted, could re- 
member occasions when the CPRS was help- 
ful and influential. This has nothing to do 
with the quality of the CPRS's work; it merely 
underlines that in Britain a minister is not 
judged primarily by non-political factors. 
Other things being equal, the advice that he 
will remember and follow will be that which 
is politically savvy, not that which is analyti- 
cally convincing. 

It is easy to argue, in reply, that a minis- 
ter should have both analytical and political 
advice; or that analytical advice given to him 
should always be politically sensitive (as, in 
the admittedly paranoid atmosphere of the 
first Thatcher term, not all CPRS advice was). 
All this is true. The tough issue to be raised, 
however, is not whether Britain can stand a 
small testament to apolitical meritocracy at 
the centre of government; it is whether the 
politicisation of the way Britain is governed 
serves the country well. If the answer is no, 
the remedy is not the recreation of the CPRS, 
or any other meritocratic romance; it is à 
programme of constitutional reform which 
deliberately seeks to diminish the area of 
British life where debate is framed solely in 
terms of party-political competition. 

Michael Elliott 





Hongkong 


A dull red dawn 


Hons Kona. By Jan Morris. Viking; 304 
pages; £14.95, To be published in the 
United States by Random House 


NIST thought is not a habit in 
Hongkong. Most of its 5.6m people 
spend their waking hours in a relentless and 
philistine pursuit of money. The official 
creed of economic laisser faire encourages 
even the poorest to move on to better 
things. Yuppie Chinese (inevitably called 
Chuppies by the tiny group of expatriates) 
flaunt their portable telephones even in the 
cinemas. Their parents probably fled from 
China with barely a penny in their pockets. 
As Jan Morris observes, not unsympatheti- 
cally: "A sense of satisfied avarice is perva- 
sive nearly everywhere, because almost ev- 
erybody makes more money here." 





Transient democracy 


For how much longer? In 1997 Hong: 
kong, Britain's last colony in Asia, will be 
ceded to the People's Republic of China. In 
theory, the reversion to Chinese sovereignty 
will mean little in most people's lifetime be- 
yond the lowering of the Union Jack, the de- 
parture of the British governor and the 
withdrawal of the British garrison and its 
Gurkhas. For 50 years after 1997 Hongkong 
will be a "Special Adminstrative Region”: 
China and Hongkong will co-exist, in the 
imaginative phrase of China's leader Mr 
Deng Xiaoping, as "one country, two sys- 
tems". The theory is a diplomatic master- 
piece. It is also something a lot of Chinese— 
especially the Chuppies—have no wish to 
test. The emigration rate from the colony is 
running at about 50,000 a year of Hong- 
kong's most talented people. 

The optimists will say, never mind. 
Hongkong has always been a place of 
transients, both Chinese and foreign, s 
ing commercial advantage. The British u. 
fellow expatriates, from displaced Arme- 
nians to adventurous Americans, made for- 
tunes from trading opium, tea and curren- 
cies. When rich beyond most people's 
dreams, they retired to less frenetic climes. 
The Chinese, fleeing mainland curses of 
civil war, famine md Cultural Revolution, 
were not just coolies but also comprador in- 
termediaries and’ then entrepreneurs in 
their own right. Rarely have they considered 
Hongkong a place of lasting refuge. 

Corruption has never been absent. Miss 
Morris notes that between 1845 and 1855 
the colony's chief justice was sacked for 
drunkenness; the registrar-general was ac- 
cused of associating with pirates; the attor- 
ney-general was dismissed for slandering a 
colleague; the police superintendent was ac- 
cused of making money from brothels; the 
acting colonial secretary and the lieutenant- 
governor were said to have taken bribes and 
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OrricE WrrHoUT Power: DIARIES, 1968- 
12. By Tony Benn. Century Hutchinson; 
562 pages; £16.95 


HIS second volume of his diaries cov- 
ers the crucial phase of the political 
career of Tony Benn. In 1968 Anthony 
Wedgwood Benn had been in the cabinet 


for two years as minister of technology. 


He was ambitious, amiable and only 
faintly left-wing, But by 1972, in a meta- 
morphosis worthy of Ovid, he had be- 
come plain Tony Benn, born-again social- 
ist, ardent believer in the infallibility of 
the British working class. This second Mr 
Benn deserves much of the credit for mak- 
ing the Labour party what it is today: 
thrice-defeated, demoralised, and unlikely 
ever again to win a parliamentary 
majority, 

So what happened between 1968 and 
1972? Only part of the answer is explicit 
in these pages; much has to be inferred. 
The diaries themselves are readable and 

mostly honest. They well convey the cyni- 
cism, opportunism and endless squab- 
bling of the Wilson era, with both party 
and government bouncing along from cri- 
sis to crísis under a leader whom Mr Benn 
(like almost everyone else) regarded with 
"in some respects the greatest contempt”. 
But there is little analysis or reflection. 
During these years Mr Benn was a man 
in search of a faith. Doubts nagged him. 
The 1964-70 government had been a fail- 
ure. Why? The answer came to him, with 
all the force of revelation, in 1972: be- 
cause it had betrayed "socialism" and be- 
cause it had strayed too far from its “roots 
'n the labour movement". Mr Benn could 


ot give a coherent account of what these 


|- terms meant (as his other books show); 


but they became his articles of faith. Like 
someone about to take holy orders, he 
even contemplated renouncing his 
worldly possessions. 

The reader can feel Mr Benn's surge of 
joy as he increasingly rubbed shoulders 
with—and delighted in the applause of— 
miners, dockers, shipbuilders and trade- 
union militants. He seemed not to care 
what effect his new views had on the elec- 
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Het 
was ambitious. He was in a small minority 
in the parliamentary Labour party. What 
better way to further his ambition than to 


have power transferred, as he proposed, 


from the parliamentary party to the party 
in the country, where his power base was 
wider? Mr Benn was convinced that he 
was doing the labour movement's work; 
almost everyone else was convinced that 
he was doing his own—and noticed that 
he did not appear able to make the dis- 
tinction. As Henry Labouchere once said 
of Mr Gladstone, he did not mind Mr 
Gladstone having the ace of clubs up his 
sleeve, but he did rather resent the sugges- 
tion that God had put it there. | 














saint-Just 


FIGHTING BACK: SPEAKING OUT FOR So. 
CIALISM IN THE EIGHTIES. By Tony Benn. 
Century Hutchinson; 307 pages; £6.95 


S AN orator, Tony Benn can pack any 

“A political meeting; he is one of the few 
MPs of any party who can fill the House of 
Commons. The enthusiasm and persua- 
sive fluency with which Mr Benn develops 
his political alternatives are evident in this 


anthology. They are also ín marked con- 


trast to the fudge which is coming from 
the leadership of his own party. 
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" made ‘enemies for another reason, - 
though he nowhere alludes to it. Mr Benn 


anxist halleluias. 


His approach, surprisingly, is 
Thatcher-like. Both he and she reject the 


consensus of postwar British politics. = 
Both seek power not for its own sake but 
to make big changes in the way Britain is 


run. Both can justly claim that their alter- 


native has never been tried before. Both - 


disdain compromise. As Mr Benn put it, 
in Thatcheresque terms, in 1987, "If you 
are not on the right side when it matters, 
you are not much use to the movement," 

Mr Benn, however, is the epitome of 
dissent, which he characterises as 


the awareness of-a difference between right - 


and wrong and of a duty implanted 
directly... above the law...apart from 


structures... free to challenge not only their ^ 


doctrine and practice, but even their creden- 
tials and authority on the basis of tests ap- 


plied from inside the heart and mind and || 


soul, 


Only from the grass roots of the party. 


does Mr Benn think political legitir 


can emerge. His solution is not unlike that 


of China's cultural revolution, with re- 
peated challenges from the masses weak- ` 
ening authority to the point of anarchy. 














aghan government. 
As far back as 1983 he correctly identi- 


ng the rerusai E 
€ IMF policies imposed | 





| 
| 


To get political accountability, for exam- 
pl would make not only Labour's - 


fied the objective of the Tories as being | 


"to eliminate socialism from the national 


agenda". His problem in trying to restore 
it is that fewer and fewer people now iden- 


tify with a class interest and correspond- 


ingly more with their individual interest: a 


proletariat converted into a bourgeoisie, | 


He is convinced, however, that Mrs 
Thatcher's reforms have generated an un- 


derlying militancy which, if appealed to 1 


directly, will take over. Although he seeks 
à true parliamentary democracy, which 
would involve the removal of both the 
monarchy and House of Lords as feudal 
remnants, he believes that moves towards 
parliamentary democracy have always de- 
pended upon the popular struggle outside 
parliament. All this is the basis of his cur- 
rent challenge to Mr Kinnock for the lead- 
ership of the Labour party. 

Mr Benn represents the survival of a 
crucial tradition in British political his- 


tory. A revolutionary by conviction, his | . 


aristocratic courtesy sets him aside from 
mere demagogues. Of historical figures he 
is perhaps closest to Saint-Just, the only 
French revolutionary who went to the 


guillotine without a whimper. Long after | 
most of those who have exercised the | 


highest offices are consigned to footnotes, 





he will be remembered as a great rác 
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ical. | 





























ake-offs; the governor was accusec 

ercial nepotism. Today’s examples are the 
orruption charges laid against the former 
id of the stock exchange and some of his 
ost senior colleagues. — — 

.. Miss Morris relates all this with her cus- 
tomary flair. She writes, too, of the Hong- 
kong that tourists rarely discover—the rural 
- beauty of the New Territories, the charm of 
the outer islands and the human energy in 
-. the towering blocks of public housing. But 
the strength of this fascinating book is that 
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: Down in the jungle, something stirs 


VER the past few years, comics have 
“AJ been changing. Their readers have 
“been growing up and have started to de- 
- mand more adult fare; so new comics have 
sprung up to accommodate them. Large 
claims are made by, and for, the latest arriv- 
als. Some call themselves "graphic novels", 
suggesting that written fiction had better 
watch out; and, indeed, the world of comics 
now stretches lankily over history, philoso- 
phy and science, as a glance at the speech 
bubbles will show. These are now more 
likely to contain a discourse on the nature of 
evil than a command to fire the death ray. 
The claims made for comics have now 
gone still further with the publication, on 
September 17th, of Crisis, a British comic 
with a first print run of 160,000. Crisis 
breaks technical ground for comics in Brit- 
ain, including the idea of royalties for its art- 
- ists and writers; this may stop some of the 
best talent in the field defecting to the 
. United States, as well as drawing back the 
talent that has already gone there. But it has 
another, more blatant, agenda: to take parti- 
san politics into a mass market. The success 
of the first issue, which may go to a second 
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printing, suggests that they have hit on a 
popular idea. | | 


The first story in the first issue, "Third 
World War", involves young draftees to an 
army protecting the interests of a multina- 
tional fast-food company in the Third 
World. The draftees are the feckless urban 
unemployed; the multinational breaks up 
fragile rural economies with insouciance. In 
the second story, "New Statesmen’, Britain 
has become the 51st state of America in a 
world of evangelical terrorism and geneti- 
cally engineeered superhumans. Although 
both stories are set in the near future, the 
authors insist that the issues are alive al- 
ready. Pat Mills, the author of "Third World 
War", says nothing in his story has been 
made up; he has done a lot of research. 
Time Out believes him, saying of Crisis that 
since newspapers are losing their objectivity, 
comics must take over "the journalists’ tra- 
ditional duty to inform." 

Even Crisis would not make such claims 
for itself. “Third World War" is a radical 
tract, indifferently written and drawn. "New 
Statesmen”, finer in both respects, is fantasy 
and not information. Crisis is merely the lat- 









3f comics that have tried 
with the strip-cartoon format. : 
bam and amaze, For years comics have 
moved away from the happy world of the 
tight-clad superhero, introducing some ele- 
ments of moral and ethical difficulty into 
life. In Dark Knight, for example, Batman 
re-emerged as a sinister vigilante and Super- 
man as the ultimate weapon of America's 
armed forces, employed by the CIA. 

From the Bayeux Tapestry onwards, the 
cartoon strip has proved a highly efficient 
format for communicating ideas. Freedom 
from the strict narrative line allows it to deal 
capably with concepts such as time (in 
Watchmen) and chaos (Swamp Thing); but 
in politics—the sterling exception of 
ét jl ' Y ' 

Doonesbury” aside—comics quickly be- 
come propaganda. Later this year, an even 
more controversial political comic is to ap- 
pear in America: Brought to Light, a re-tell- 
ing of the cia’s putative role in the bomb 
of a press conference held in La Penca, Ni 
ragua, by Eden Pastora, a renegade contra 
leader, in May 1984. This is to be followed 
by an extensive comic-strip account of the 
“Secret Team” conspiracy theory of Ameri- 
can foreign policy, as formulated. by the 
Christic Institute, a public-interest legal 
group based in Washington. The Institute's 
far-fetched weaving together of wars in Laos, 
narcotics dealing and the Iran-contra affair 
is appearing in comic form, its members say, 
to “shine a light so bright that they [covert 
operations] can't continue." - 

Like cinema and modern art before it, 
the comic is struggling to establish itself as a 
serious literary and artistic medium in the 
face of academic disdain, In America, Japan 
and Europe, comics are already a mass adult 
market; among some age-groups, they can 
begin to claim to have taken the place of 
books, According to the new editor of Brit- 
ain’s most successful comic, 2000 AD. 
“Comics are an absolutely correct art fc 
for the 1980s. We live in a visual age." 
art form, provocative and watchful, yes; a 
source of “pure information” not yet, by a 
long way. 





Pad art in Moscow 


pproaching 
Bacon 


MOSCOW 


"T^HE Francis Bacon exhibition in Mos- 

, cow, which opened on September 22nd, 
marks a high and visible point in cultural 
glasnost. Mr Mikhail Gorbachev's new spirit 
of openness has allowed such recent well-be- 
haved exchanges as the Pushkin/National 
Gallery swaps, but an exhibition by the 
vieux terrible of western art is candour of a 
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Intriguing and baffling 


different order. 

For the past half-century, the only con- 
temporary art available to the Russian pub- 
lic has been Stalin’s state-sanctioned Soviet 
Realism, a high-minded, clean-limbed (and 
fully clad) celebration of Marxist-Leninist 
ideology. Mr Bacon’s exploration of the hu- 
man condition, often through the medium 
of some of the most carnal flesh ever 
painted, could hardly be further removed, 
both in medium and in intent. 

The British Council, which co- 
organised the exhibition, was a little con- 
cerned that Muscovite viewers might find 
Mr Bacon's iconography unpalatable. The 

sts’) homo-eroticism, hypodermic sy- 
sages and particular fondness for Trotsky's 
blood-spattered writing desk were all repre- 
sented in the show. Nobody need have wor- 
ried. Nine hours before opening time on the 
first day, a queue of several hundred had 
formed outside the New Tretyakov building 
to see the paintings. These had been drawn 
from the arist's entire creative period, from 
1949 to 1988, and included two canvases— 
"Jet of Water" and "Portrait of John Ed- 
wards" —on public display for the first time. 

Once the crowd was in, adverse reaction 
to Mr Bacon's work came from the same sort 
of quarters as it might have done at the 
Tate. An aged army officer suggested the 
painter belonged in an asylum; a young sol- 
dier spoke rather too approvingly (as might 
his Sandhurst equivalent) of Mr Bacon's 
"torturing of the flesh"; and a mother, tod- 
dler in arms, confessed herself mystified as 
to "how any man could paint such things." 

Most viewers, however, pooh-poohed 
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any suggestion that the artist might be deca- 
dent; they were more interested in the ar- 
cana of his brush technique and his relation- 
ship to mainstream Expressionism. 
Favourite pictures among the Muscovite 
public appeared to be Mr Bacon’s 1957 
painting of the nanny from Eisenstein’s 
“Battleship Potemkin” (probably for rea- 
sons of national amour propre) and the art- 
ist's recent triptych self-portait. 

Although many of these viewers are 
members of Moscow’s old cultural under- 
ground (in which Mr Bacon's work enjoys a 
wide and devoted following), most are sim- 
ply curious laymen. For these, especially, the 
English painter’s work has caused obvious 
bafflement. One engineer remarked, a little 
wistfully, “It is difficult for us to understand 
Francis Bacon’s work. We have no context 
in which to place it. Perhaps if he had come 
himself, he would have been able to ex- 
plain." (Mr Bacon, who is 78, was prevented 
from coming at the last minute by chronic 
asthma and an aversion to press circuses.) 

Despite these difficulties, the Bacon ex- 
hibition continues to draw huge crowds and 
to excite both private and public discussion. 
Although there is a general curiosity among 
Russians about things western, the artist's 
spectacular reception may, it seems, have 
deeper roots. Mikhail Sokolov, a Russian 
critic, suggests in an addendum to his essay 
in the show's catalogue that Mr Bacon's re- 
morseless stripping away of human facades 
in search of truth makes him "the natural 
artist of glasnost”. 

Perhaps the most profound observation 
on Mr Bacon’s work, however, came from a 
red-headed 70-year old woman, a member of 
the apparently infinite reserve of babushkas 
who haunt any Russian public gathering. 
“His pictures are very interesting,” she pro- 
nounced after a thoughtful pause. “I think 
he is beginning to move in the right 
direction.” 





Olympic television 


Money talks 


7 Olympics have been flickering 
across millions of television screens 
around the world, but nowhere more expen- 
sively than in America. America's most- 
watched television network, NBC, will have 
spent nearly $450m to televise the fort- 
night's games, in return for which it hoped 
to reap as much as $550m in advertising rev- 
enues. Whatever effects all this money and 
commercialism may be having on sport it- 
self, it has certainly produced some poor 
television. 

For all the expense, American coverage 
should be wonderful. Having paid $300m of 
the total $410m which the Seoul Olympic 
Organising Committee received for rights to 





broadcast the games, NBC was rewarded by 
having some popular finals scheduled to fit 
into prime American viewing hours. Over 
the two weeks of the Olympics, the network 
has budgeted $100m for a small army of 
commentators, cameramen and hangers-on. 
Armed with $40m of new equipment, their 
efforts have produced a vast panoply of sta- 
tistics, graphics, personality profiles and 
interviews. 

Unfortunately, the sport itself has been 
lost in the shuffle. Nac offers only ten min- 
utes or so of uninterrupted viewing between 
the advertisements needed to pay for high- 
est-tech broadcasting. As a result, the net- 
work has been struggling to find room for 
running, jumping and wrestling amid such 
treats as features on the training routine of 
Finnish rowers (lots of cross-country skiing), 
or badinage between the well-paid talk-show 
hosts drafted to enliven the coverage and 
the sports experts brought in to inform it. 

British television's coverage of the 
Olympics, by contrast, has been a strong 
recommendation for low-budget broadcast- 
ing. Instead of graphics and features, British 
television has been forced to fill its screens 
with the events happening before its cam- 
eras in Seoul. Indeed, British television has 
typically replayed each event several times 
instead of cutting away to background fea- 
tures. So the viewer has been given a re- 
prieve if he happened to be at the refriger- 
ator during the 10.54 seconds during which 
Mrs Florence Griffith-Joyner won the wom- 
en's 100m dash. 

Although journalists must embellish 
their subjects to keep up the readers’ inter- 
est, television is best when showing events 
plain—particularly when the events are as 
vast and fascinating as the Olympics. To 
watch is all, and a loss is as thrilling as a vic- 
tory. With tight broadcasting budgets and 
athletes proud to finish in the pack, that is a 
lesson which smaller countries were forced 
to learn long ago. NBC could profitably learn 
it now. 


^. vb 


Gallant little Swaziland 
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Vanuatu, formerly the New Hebrides, is a group of islands in the South West Pacific 
Ocean. | 


Development Investment Adviser 


As Development Investment Adviser you will assist the Accountant General in advising 
the Minister of Finance on economic development and fiscal policy. Your other major duties 
will be to assist in the appraisal. and financial analysis of major development proposals 
involving joint venture companies partly owned by government and in the evaluation and 





finalisation of a foreign investment code. You will also help in the preparation of a training . 


programme for the Development Accounting Section of the Accountant General's 
Department and run certain courses. 


QUALIFICATIONS . 

. Applicants should be British Citizens preferably aged between 30-50 years. Adegree in 
Economics (with Accounting) is essential and a professional accountancy certificate 
desirable, Experience in the appraisal and financial analysis of quasi — commercial capital 
projects, financial analysis of company accounts and other aspects of company operations 
is required, whilst a Knowledge of French is advantageous. 


TERMS OF APPOINTMENT | | : 

On contract to the British Government for a period of 2 years and on loan to the 
Government of Vanuatu. Salary In the range £21,600 p.a. to £23,350 p.a. (UK taxable]. 
in addition tax free overseas allowances of £3,673 (single) and up to £6,508 
{married} are payable. Benefits include children's education allowances, free 
accommodation and passages. — BE | 


. Senior Natural ResoL 
Working in the National Planning and Statistics Office (NPSO) you will advise on natural 

resources sector policy and ensure that projects, particularly in agriculture, forestry and 
fisheries, are planned and monitored effectively Your role will involve working closely with 
the Government Departments and other bodies responsible for natural resources. 
development; you will alsó liaise with departments responsible for other economic sectors 
to ensure that natural resources policy is consistent with wider.national economic 
objectives. The training of Ni-Vanuatu Planning Officers in project planning, preparation 
and appraisal techniques is an important element of the job, 


QUALIFICATIONS 

Applicants, ideally aged between 30 and 40, should have a degree in Development 
Studies or similar and.an MSC in Agricultural Economics, Economic Planning or Project 
Planning, Working knowledge of French will be an advantage. | 


TERMS OF APPOINTMENT | 

As part of thé British Government's Aid Programme you will be on contract to the 
Government of Vanuatu for 2 years with a local taxable salary between 1,027,700 Vatu 
to 1,089,200Vatu (173Vatu = £1stgon 15.8.88] with a tax free supplement of £21,132 
pa (single) and up to £25,032 pa (married) plus a 25% end of contract gratuity on 
local salary. Additional benefits include free passages, children's education allowances and 
subsidised accommodation. | 

For details and application form, please write, quoting the job title and ref. 369/FD/TE, 
to: Appointments Officer, Overseas Development Administration, AH351, Abercrombie 
House, Eaglesham Road, EAST KILBRIDE, Glasgow G75 BEA. Or tel, 03552 41199 Ext. 
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"Recently established UK based compa- 


| Experienced (5-10 years) financi 


| tures strategy important. Candi- 









ADING MANAGER | 





“OPERATIONS! 


ny requires Operations/Trading Man- 
Mer who is experienced for at least 
five years in the fieid of international 
charity work, fund raising for charity 
and trade between Africa, Asia and 
Europe. a ae x 
Successful : app icant will be fluent in 
glish and at least one other. 





Salary negotiable. z, 
Closing date: 14 October 1988, Box No. 
3615, The Economist, 25 St James's - 
Street, London SWIA IHG mm 


Market Researcher 






person. required to. fill speci... 
. position with international firm. 

Ability to link physical commod- 
| ity trading with soft/inancial fu- 


date must have university degree 
and contacts with Far East/NY/ 
Chicago trading operations. £30- 
35K, Box No 3616, The Economist, 
25 St James's Street, London 
$W1A 1HG. 


University of London: 
The London School of Economics 
and Political Science — 


SAJI RESEARCH 

LECTURESHIPIN — | 
JAPANESE ECONOMIC 
AND SOCIAL HISTORY 


Applications are invited from. suit- 
ably qualified persons for the above 
pos tenable from 1 October 19^^ 
or a period of five years. The pers 
appointed will codi via: to tez... 
in the Department of Economic His- 
tory as well as to join à research 
project in the above area at the 
hool Suntory-Toyota International 
Centre for Economics and Related 
Disciplines. 
From. 1 October 1994, the post will 
become the Saji Lectureship, estab- 
lished. in the ta pro of Eco. 
namic History and carrying the nor- 
mal responsibilities of a School 
lectureship. 
Appointment will be at the appropri- 
ate point of the Grade A or Gra 
salary scale for lecturers £9,260- 
£14,500 or £15,105-£19,310 plus 
£1,450 London Allowance a year. 
In assessing the starting salary con- 
sideration will be given to qualifica- 
tions, áge and experience. 
meeicaicn forms and further partic- 
uiars are available on receipt of a 
stamped, addressed. envelope from - 
the Staffing Office, The Londen 
School of Economics and Political 
Science, Houghton Street, London 
WEZA 2AE. 5 
Closing date for applications: 30 
October 1988. i 
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.—. THE AUSTRALIAN NATIONAL UNIVERSITY 
Applications are invited for appointment to the following position: 


JA PROFESSORIAL FELLOW | 
DEPARTMENT OF ECONOMICS 


resear ‘ily 
€ Australian economy with a special focus on policy issues, but there is ample 
veh ves A cand 


The appointee will have an exceptional record of academic leadership and 
supervision of graduate students. 


The economics group of the Research School is part of the University wide 
graduate program in economics. Although this is a full time research post the 
appointee will also be expected to take an interest in that program. 
Closing date: 16 December 1988. Ref: $$ 4.8.4; 


SALARY; A$57,243 per annum. APPOINTMENT: to retiring age 65, APPLICATIONS 
should be submitted in duplicate to the Registrar, i& Australian National 
University, GPO Box 4, Canberra ACT 2601, Australia, quoting reference number 
and including curriculum vitae, list of Publication and names of at least three 
referees, The University reserves the right not to make án appointment or to 
appoint by invitation at any time. Further information is available from the 
Registrar, or from the Appointments Officer, Association of Commonwealth 
Universities, 36 Gordon Square, London WCTH OPF. | 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER — 








The duties involve the ier u of economic advice on 


airline and airport matters including competition and 
pricing policy, costs and productivity and all aspects of 
economic licensing. 

Starting salary will be dependent upon qualifications 
and experience. There are good prospects for 
promotion and successful candidates will be expected 
to demonstrate the potential for promotion to a more 
senior position. : | 


Other benefits include à cost of living index linked 
contributory pension scheme, generous annual leave 
allowance, interest free annual season ticket loan and 
luncheon vouchers. 


Please apply in writing enclosing a current CV and 
quote reference EC]. Applications should be sent to - 
Miss Norma Sandford, Civil Aviation Authority, Personnel 
vec rela Room 339, 129 Kingsway, London 

WC2B 6NN. | 




















fhe University of Melbourne — 

LECTU REF/SENIOR LECTURER (CONTINUING) 

LECTURER/SENIOR LECTURER (LIMITED TENURE) 
Department of Economies | : 
Applications are invited for lectureship/senior lectureships in the Department of 
Economics. At least two positions will be available, one of which will be a continuing 
appointment. s 
The Department of Economics is responsible for teaching compulsory core units in e 
economics and statistical method to some 1,700 students enrolled for the BCom 
degree. Specialised units in economics, econometrics and labour studies are 
taught at the advanced undergraduate and postgraduate levels. — z 
Candidates should have a relevant higher degree, teaching experience and proven : 
research ability. uis 
Applicants should state whether they are interested only in a continuing appoint« — 
ment or whether they would accept a limited tenure appointment. Applicants for 
recently advertised lectureships (position numbers 3160410 and 3160420) will be 
automatically considered for these new positions. ; AES 
An appointment to a limited tenure position may be made for a period of between m 
two and five years. E 
Appointees from interstate or overseas will be eligible for assistance with travel and. 
removal expenses. E PE 
Academic enquiries should be directed to Professor Ross Williams, telephone 613. 












Salary is in the range: A$29,842 to A$38,932 per annum (Lecturer); A$39,745 to. 
A$46,179 per annum (Senior Lecturer) depending on qualifications an 
experience. Du cT 

Closing date: 21 October 1988. — ! 


Position numbers: 3160070 (continuing); 3160150 (limited tenure). — 
Further printed information regarding details of application procedure and 
tions of appointment are available by telephoning 613 344 6075. | 
Applications, in duplicate, including names and addresses of at least three referees 
and quoting the relevant position number should be addressed to The Director 
Personne! Services, The University of Melbourne, Parkville, Victoria, 3052 








Australia. ML eA 
An Equal Opportunity employer, —— 












[VELOPMENT CONSULTANTS 
ITAD specialise in microcomputer operations, rural surveys and monitor- 
ing and evaluation. We are looking for a number of candidates for ong 
and short term appointments on irrigation, extension and credit 
assignments, starting early in 1989. 

South Asia * Agricultural economist with experience of water re- 
Source development, to lead a study team. 
* Water resources engineer with training or experience in 
. data collection and processing. 
* Land use planner or engineer with experience of large 
scale irrigation and data collection. 
* Agricultural economist with experience of small farmer 
extension services and rural surveys. 
* Economist with experience of rural impact studies. 
* Rural sociologist with experience of large-scale irrigat- 
ed agriculture, 
East Africa » Agricultural economist with experience of agricultural 
credit operations. 
* Economist or agricultural economist with experience of 
computerised information systems. — 


Applicants should have ten years experience and be 
familiar with the use of microcomputers for data 












analysis and report writing. — | 
Please reply, with a full CV, to: 
ITAD Lid, Lion House — 
Ditchiing Common industrial Estate 
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]. and above, but this will rise over the next few years with an e 





CUTIVE 


diy expanding Company in the Edible Oil Indus 
idly ing apiece: 






e | | | Ma antium 
qualified national ot Trini & Tobago the position of 


This challenging position should interest applicants who have had extensive 
experience in the Extraction, Refining and Hydrogenation of Edible Oils. 


The applicant should possess at least a first degree in Chemical or Mechanical 
"Engineering or a relevant science, with a background in Oils and Fats Chemistry. 
Considerable managerial experience of a capital-intensive plant in & unionised 
environment is essential. p 
The successful candidate will report directly to the Chief Executive Officer. 
An ‘attractive remuneration and benefits package, which includes a contributory 
Group Health and Life Plan and a Pension Plan, is being offered. 
Applications should be made in writing to: 
“> ‘The Haman Resources Manager, 
PO Box 1154, 
Port of í 
TRINIDAD. 
WEST INDIES. 
no later than October 15, 1988. . . 
— Unsuitable will not be acknowledged. 





. THE UNIVERSITY OF ADELAIDE 
South Australia _ 2 
invites applications from both women and men for the following positions: 


PROFESSORS OF ECONOMICS - 
(Tenurable: Ref 1368 and 1370). 


One vacancy in the Department of Economics follows the appointment of 
Professor Cliff Walsh to the position of Professor in the Institute of Advanced 
Studies and Director of the Centre for Research on Federal Financial Relations at 
the Australian National University. The Department anticipates the appointment 
of a second Professor following the retirement of Professor Frank Jarrett in 
December 1988. One chair can be filled from late 1988; the second from late 1989. 
The Department of Economics has a current establishment of 21 posts of lecturer 
wit »pected expansion in 

student enrolments. The Department offers a full undergraduate teachin 

ogram at pass and honours levels including courses in economic theory. anc 
mathematical economics, economic statistics and econometrics, economic history 
economic development, agricultural economics and several other fields in appli 
economics. There is a coursework masters degree (taught jointly with Flinders 
University) and there will be a new graduate diploma in economics course in 1989. 
Research supervision is provided for honours, masters and PhD students. The 
Department is a major centre of high quality economic research in a number of 
areas of the discipline, with parua! strengths in international economics and in 
applied economics and public policy analysis. 


The University is seeking outstanding scholars with proven abilities in any areas of 
economics to provide academic leadership in the teaching and research activities 
of the Department. Candidates whose main expertise is outside the core areas of 

omic theory will nevertheless be expected to contribute to these areas both in 


econom 
teaching and research. 


The new Professors, as senior members of the department, will share in the 
administrative duties of the department and would be expected to show a 
willingness to become the elected Chair of the Department for a fixed term under 
the University's current system of departmental government. 


Further information concerning thé duties of the position and about the 
Department's pore may be obtained from the Chairman, Department of 
Economies, Dr J. H. Hatch, telephone 618 228 5528. 


it is University policy to encourage women to apply for. consideration for 
appointment to tenurable academic appointments. Holders of full-time tenured or 
tenurable academic appointments have the opportunity to take leave without pay 
on a half-time basis for a specific period of up to ten years where this is necessary 
for the care of children. 


Information about the general conditions of appointment may be obtained from 












the Senior Assistant Kepa (Personnel) at the University or from the int: . 


ments Officer, Associa 
London WIH OPF. 


Salary per annum: A$61,550, 


Applications in duplicate, guoun reference numbers 1368/1370 and giving full 
personal particulars {including whether candidates hold Australian permanent 
residency status), details of academic qualifications and names and addresses of 
three referees ferees should reach the Senior Assistant Registrar (Personnel), University of 
Adelaide, GPO Box 498, Adelaide, South Australia 5001, telex UNIVAD AA 89141, 
Fax 618 224 0464 not later than 17 November 1988. 


The University reserves the right to make enquiries of any person regarding an 
candidate's suitability for appointment, not to. make an appointment or to appoint 


on of Commonwealth Universities; 36 Gordon Square, 


by invitation. — 7 m E 
The University of Adelaide is an equal opportunity employer and offers a smoke- 
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 Wnalioni Secretarial 


fr mapu 


International Fund for Agricultural Development (United Nations) Rome (Italy) 


p 










HEAD OF AMNESTY INTERNATIONAL'S 
CAMPAIGN AND MEMBERSHIP DEPARTMENT 


Amnesty International (A) needs someone for this key management 
position to. be responsible for the overall strategy to develop Al's 
membership worldwide, particularly outside Western Europe and North 
America, and for organising international campaigns against human 
rights violations around the world. 


Candidates must have experience of policy development, experience of 
working in a membership or campaigning organisation and a good 
knowledge of human rights. S/he must have sound political judgment 
and the ability to represent Al. S/he must have experience of managing a 
small organisation or a unit/department, and the ability to deal with all 
staff, administrative and budgetary aspects of the job. 

S/he must have excellent English, and a good working knowledge of one 
other official language of Al (Arabic, French or Spanish) is highly 
desirable. S/he must be able to communicate well both orally and in 
writing, and must be able to work in an international and multicultural 
environment. S/he will be expected to travel and to work weekends. 


SALARY: Starts at £18,853 per annum (effective from April 1989). 
Closing date for receipt of completed application forms: 18 November 1988. 


Interviews scheduled for mid-December or early January, — 
* For further information and an application form, please contact: 


ereonnel Office — 
Amnesty International 





Tel: 01-837 3805 








ASSISTANT SECRETARY 
(GOVERNING COUNCIL 
& EXECUTIVE BOARD 
AFFAIRS) 


RESPONSIBILITIES: Under the general supervision of the Secretary of IFAD, the 
incumbent assists in conducting the Fund's official meetings (including the 
Governing Council, Executive Board and Replenishment Consultations); maintains 
close co-operation with the Assistant Secretary for Member Relations and Protocol 
Affairs and with the Chief of thé Translation Unit to ensure the efficient preparation 
and execution of official meetings of the Fund and supervises the preparation of 
documentation for such meetings; drafts (a) agenda, annotations, statements, 
minutes, reports, and records of official meetings; (b) introductory statements and 
notes concerning agenda items for the President of IFAD, the Chairman of the 
~~ Council and the Chairman of the Executive Board. Represents IFAD at 
ngs. | 
QUALIFICATIONS: Advanced University degree or equivalent in law or social 
sciences plus academic qualifications in international relations. Seven years of 
proven drafting, managerial and organisational capability and ability to work 
efficiently under pressure. Progressive experience in the management of develop- 
ment programmes and participation in meetings of legislative bodies. Excellent 


' drafting skills in English. Knowledge of Arabic, French, and Spanish desirable. 


SALARY & BENEFITS: IFAD as part of the United Nations common system offers 
competitive international salaries, benefits and allowances. 


Please send two copies of detailed résumé to: 
Personnel Division 
IFAD 


Via del Serafico, 107 
00142 ROME, | 


pplications: 7 November 1988 —- 





Closing date for applicat N 
... (only short-listed applicants will receive an acknowle 














THE UNIVERSITY OF SUSSEX © 
LECTURESHIPS IN ECONOMICS 


E y beste are invited from men and women for a permanent lectureship in the School 
o jal Sciences or a three-year ip in the School of European Studies. It is 
hoped to int to at least one post from 1 January 1989, or as soon as possible 
thereafter. Candidates may have interests in any field of economics, but for one of the 


an International Economist would be preferred. For one of thése posts, a research 


interest in the European Community will be desirable. The appointee will contribute to 


teaching the full range of u duate courses in economic, and will also be expected 
to contribute to the teaching of interdisciplinary school courses. l 


Salary within lecturer Grade A: £9,260-£14,500 per annum 


Application form and further details are available from Artemis Harman, Personne! 
, Sussex House, The University of Sussex BN1 9RH. Telephone 0273 678202, fax 
0273 678335, or 44 273 678335 for overseas applicants. i 


Closing date for receipt of completed applications is 11 October 1988. 


THE UNIVERSITY OF AUCKLAND, NEW ZEALAND 
Outstanding candidates are sought to undertake teaching and research in the 
School of Commerce from 1 February 1989. 

Sited in New Zealand's largest ay, with oy a students, the university 
holds a pee position. Auckland, the City of Sails, is the international gateway 
to New Zealand and offers an exceptional range of lifestyles within easy reach. 


Permanent, fixed-term and visiting appointments are available in the following ` 


areas: 


DEPARTMENT OF ACCOUNTING AND FINANCE 


isociate Professor in Accounting. 
»enior Lecturers/Lecturers in Accounting; Finance. 


DEPARTMENT OF MANAGEMENT STUDIES 


Senior Lecturers/Lecturers in Human Resource Management/Manpower Planning; 
Management Studies. 


Senior Lecturers/Lecturers in International Business; Marketing; Strategic Manage- 
Appiiaint should have higher degrees and/or professional experience, and be 
i — teachers at tertiary level. A record of and commitment to research is 
essentia E * 
Salaries: Associate Professor NZ$63,800-68,600; Senior Lecturer NZ$44,600-56,600; 
Lecturer N2$35,000-42,100. M | | 
Conditions of intment and Method of Application are available from the 
Appointments cer, Association of Commonwealth Universities, 36 Gordon 
Square, London WC1H OPF; or from the Assistant Registrar (Academic Appoint- 
ments), University of Auckland, Private Bag, Auckland, New Zealand. Applications 
should be forwarded as soon as possible but not later than 10 November 1988. 
Please clearly identify the particular post when requesting information. 
The University of Auckland is an Equal Employment Opportunity Employer. 






UNIVERSITY OF ZIMBABWE 
Applications are invited for the following posts: 


ASSOCIATE PROFESSORSHIPS/ 
SENIOR LECTURESHIPS/LECTURESHIPS 


DEPARTMENT OF BUSINESS STUDIES (4 posts) 


Applicants should hold at least a Masters Degree in Management and should be 
able to teach any two subjects from the following. at either. Graduate or 
Undergraduate level: 

Graduate level: Strategic Management/Business Policy, Marketing Research, 
International Marketing, International Business Management, Production Man- 
agement, Project Management. 

Undergraduate level: Management, Smali Enterprise Development and Manage- 
ment, Management of Financial Institutions, Investment Analysis and Portfolio 
Management. 

Salary scales per annum: Lecturer Z$19,860-Z$28,176; Senior Lecturer 
2$29,124-2$31,572; Associate Professor Z$32,532-Z$33,624. Appointment on 
the above scales according to qualifications and experience. 

Both permanent and short-term contracts are offered. Persons who are not 
Zimbabwean citizens may be appointed on a short-term contract basis for an 
initial period of two years. Short-term contracts may be extended. 

Six copies of applications giving full personal particulars which should include full 
name, place and date of birth, qualifications, employment and experience, 
present salary, date of availability, telephone number and names and addresses of 
three referees should be addressed to the Deputy Registrar (Administration), 
University of Zimbabwe, PO Box MP 167, Mt Pleasant, Harare, Zimbabwe 
(Telex 4-152 ZW), quoting reference number ASA/22/88. Applicants resident in 
the UK should also send a copy to the Appointments Officer, Association of 
Commonwealth Universities, 36 Gordon Square, London WC1H OPF, from 
whom further particulars are available. 

The closing date for receipt of applications is 4 November, 1988, _ 
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.. UNIVERSITY OF EDINBURGH 
DEPARTMENT OF BUSINESS STUDIES 


LECTURESHIP IN FINANCE 


The Department is expanding its teaching and research in Finance taking advantage 
of its location in the main financial centre in Scotland and seeks to appoint to a 
permanent lectureship. A suitable candidate would have a good undergraduate and/ 
or higher degree and experience of research in finance or practical involvement in 
the financial world. 

Applicants trained in economics, mathematics or other relevant quantitative 
disciplines wishing to move into the finance area, would also be considered and the 
Department would provide assistance for such candidates to refocus their research. 
The Department has an excellent relationship with the local financial community 
especially through the Centre for Financial Markets Research which involves 
practitioners and academics collaborating on research projects. 

The Department's interest in Finance includes Company Finance, Capital Invest- 
ment Appraisal, Investment and Portfolio Theory, Banking and Security Markets. 
The Department teaches at undergraduate, postgraduate and post-experience 
levels. There are associated opportunities for consultancy work. 

Salary scale; Lecturer A £9,260-£14,500; Lecturer B £15,105-£19, 310 per annum. 


For further information, please contact the Head of Department, Department of 
Business Studies, Tany of Füinturgh, William Robertson Building, 50 George 
Square, Edinburgh EH8 9JY. Telephone 031 667 1011, with whom applications, 
letter and CV (two copies) should be lodged by 28 October 1988. 


PLEASE QUOTE REFERENCE NUMBER 1396. 







































Wissenschaftszentrum Berlin 
. für Sozialforschung (WZB) 
Social Science Research Centre Berlin (WZB) | 


As of October 1, 1989, the Social Science Research Centre 
Berlin (WZB) will be seeking to appoint three 


_ . Directors © 
in the Research Area 
"Labour Market and Employment" 


with the possibility of a joint appointment as a full professor - 
(C4) at one of the Berlin universities, 


The research in this area will focus on three thematic fields: 
— Organisation(s) and Employment 

— Labour-market Policy and Employment 

— Economic Change and Employment. - 


The directors shall conduct research in at least one of these 
fields. International comparative research projects are espe- 
cially appropriate for the character of the WZB. Depending on 
methodological orientation and research interests, the ap- 
pointment can be made to the directorship of a research unit 
or to a research professorship. 


Research at the WZB is multidisciplinary, so applicants from 
various social science backgrounds (especially economics, 
political science, and sociology) may be considered. 


Researchers who have worked in at least one of these areas, 
who have experience and interest in international compara- 
tive research, and who are qualified for a university professor- 
ship are encouraged to apply. 


The WZB is seeking to increase the number of women 
researchers on its staff. 


Further information about the past work of the WZB and the 
future thematic orientation of this research area can be 
obtained upon request. Applications should be submitted by 
November 10, 1988, to the: 


President Wissenschaftszentrum 

. Berlin für Sozialforschung (W28) 
Long eei d 50 1000 Berlin 30 
Tel: (030) 254 91-511 






































Monash University - 
Melbourne, Australia 


DEPARTMENT OF ACCOUNTING & 
FINANCE 


; CONTINUING ASSOCIATE 

. PROFESSOR 

* Applicants should have a higher de- 
gree or equivalent experience in teach- 


| ations in refereed journals. Prefer- 
; ence to applicants with interests in 
x financial accounting and business fi- 
- nance but people with interest in other 
^ areas of accounting will be considered. 
Conditions include superannuation, ap- 
vopointment travel and. removal- allow- 
=c @nee, temporary housing assistance 
. and eligibility for Outside Studies Pro- 
grammes (sabbatical leave). Salary: 
:8A52,107 per annum with an additional 
vix foading negotiable. Enquiries to Pro- 
-fessor C. G. Peirson. Tel: 61-3-565 
.2324. Applications including Ref No 
22211, curriculum vitae and three refer- 
ees, to the Registrar, Monash Universi- 
ty, Clayton, Victoria, 3168, Australia, by 
31 October 1988. 


- An Equal Opportunity Employer. 








staff are diverse. 
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v ing in business finance, financial ac- — 
counting, or management accounting - 
^; and also research interests and publi- 


. The Trustees of the HOUBLON-NOR- 
. MAN FUND invite applications for a 
^ Research Fellowship, tenable at the 


Bank of England for the academic year 


1989/90. The appointment will be for 


full-time research on an economic or 
financial topic of the candidate's 
choice. The Trustees afe particularly 
anxious to encourage younger appli- 
cants, although applications from es- 
tablished scholars are also sought. The 
award will be related to academic sala- 
ry scales. Applicants should preferably 
be normally resident in the UK and 
should apply before 11 November 
1988. Details and application forms 
from the Secretary of the Fund, Mrs E. 


.Sabine, Economics. Division, HO-4, 


Bank of England, Threadneedie Street, 
London EC2R BAH. 


POLICY COORDINATOR 
FOR MULTILATERAL 
DEVELOPMENT BANKS 


Sought by World Wildlife Fand to establish ap- 


propriate technical cooperation between. WWE 


and MDBs and participate in public policy debate. $ 


on MDB conservation role. International experi- 
ence particularly in developing countries, and ` 


F ability to maintain effective relations with govern- 


ment agencies are required. By November 1, send 
résumé to M. J, jamat, World Wildlife Fund, 
1250 24th Street, NW, Washington, DC 20037. 





Professor/Head of School 
of Economics 


Head of Department Grade VI: 
£24,939 — £27,393 pa inc 


An economist with a distinguished record of 
research and senior management, possibly within 
higher education, is sought to lead the School of 
Economics at Middlesex Polvtechnic. 


In addition to two undergraduate degree 
programmes, a joint honours degree and a taught 
master's degree programme, the School provides 
major teaching contributions to all undergraduate 
and postgraduate courses. The research interests of 


Those whose interests are in the applications of 
economics to social or business problems or who 
have experience that would further the Polytechnie's 
extensive interests in Európean issues are 
particularly welcome to apply. 


The appointment carries the title of Professor for a 
suitably qualified applicant. 


For an informal discussion about this post 
contact the Dean of the Faculty of Social Science, 
Professor Edmund Penning-Rowsell, on 
01-368 1299 extn 2355. ^ 

iuoting ref 8077C for further Herne and 
an application form: Personnel Offi. 


| Middlesex Polytechnic, Queen Enfie | 
= Middlesex EN3 SSF. Mie da | ell November. 

















HARPER ADAMS AGRICULTURAL COLLEGE i 
LECT URER/SENIOR LECTURER IN 
l AGRICULTURAL ECONOMICS 


We are looking for a person with appropriate qualifications and experience to join 
the. Mana dy al a and Marketing Department from 1 January 1989, or as soon as 
possible 

The successful applicant will teach Economics and Agricuttural Economics to a 
range of courses, including HNC/HND Agricultural Marketing and Business 
Administration, HND Agriculture and the Marketing Option for the BSc Hons 
(Sandwich) Degree in Agriculture. 

This new post also offers excellent- opportunities for involvement in course 
management, short course activity, research and consultancy projects. 

The appointment will be on the NJC scale for Lecturers/Senior Lecturers (£10,071- 
£18,549). Point of entry will be. dependent on qualifications and experience. 


turne genie and application forms are available from the Principal's 
1 Harper Adams Agricultural Coll lege, Edgmond, Newport, Shropshire 
SET 8NB. Telephone Newport (0952) 8202 


Closing date: 14 October 1988. 


TENDER 








INVITATION FOR BIDS 
Loan No : . 2586 TU 
File :  DB.TACY.6 
Order No | . 107-SEPT.TM/88.02.- 
_ Date of Issuance - October6 1988 — 
Bid Submission Date — " .. November 24 1988 -. 


1. The TURKISH ELECTRICITY AUTHORITY, teisinilir PR to as TEK, has 
received a loan amounting to US$142m from the WORLD BANK in various 
' Currencies towards the cost of IV. TEK Transmission Project and part of the 
proceeds of this loan will be applied to eligible payments under the Contract(s) 
for which this Invitation For Bids Issued. — 


2. The TURKISH ELECTRICITY AUTHORITY "e" invites sealed bids from eligible 
Bidders for supply of a total of 160 pieces of 420kV, TOM A, 40kA three 
phase Disconnecting Switches. 


All the above equipment shall be supplied according to the Bidding Documents. 


3. interested eligible Bidders may obtain further information from and inspect the 
Bidding Documents at the office of: 


TURKISH ELECTRICITY AUTHORITY 


General Management 


Transmission Lines and Substations 
Design and Installation Department 
inönü Bulvari No. 27 Kat: 6 : 
Bahcelievier Son Durak . 
ANKARA/TURKE Y 5 

Phone: (4) 222 98 51 

Telex: 42245 tek tr 

Telefax: (4) 213 88 70 


4. A complete set of Bidding Documents may be purchásed by any interested 
eligible Bidder on the submission of a written application to the above office and 
à payment of a non-refundable fee of US$200 or 300TRL at the following 
address: 


TURKISH ELECTRICITY AUTHORITY 
General Management 

Department of Finance 

mönü Bulvari No. 27 Kat: 4 
Bahcelievier Son Durak 
ANKARA/TURKEY 


Those Bids submitted by the Bidders who did not purchase the Bidding Documents 
shail be rejected. 


5. All bids must be accompanied by a bid security in an acceptable form of 3% 
(three percent) of the bid price and must be delivered to the above office on or 
before 12.00 hours on November 24 1988. 


6. Bids will be opened in the presence of those Bidders’ representatives who 
choose to attend at 14.00 hours on November 24 1988 at the office: 


TURKISH ELECTRICITY AUTHORITY 
General Management — 
Procurement Commission 

inónü Bulvari No. 27 Kat: 2 
Bahcelievier Son Durak 


ANKARATURKEY,. 
















- HOME STUDY COURSE in economics. 
_A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free-—small charge for materials. Write 
Henry George institute, 121 E 30th 
Street, New York, NY 10016, USA. 








LL.B, 


Home Study with your 
tutor available throughout 


ANOETA ESSENORA ARR 





A N MAE gr C 


E OEE DIRE 


1 7HP. Tel: 
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the course by telephone or 
post for this important 
London degree. 


ws CALL FOR PAPERS em Free prospectus from: 
INTERNATIONAL CONFERENCE ON The Registrar, 
MANAGEMENT OF TECHNOLOGY Desc cis 
Pede gd rit m Wolsey Hall, Oxford 
OX2 6PR, England 
Tel: (0865) 310310 


(24 hrs.) 





Fa UNIVERSITY DEGREE 


For Lite, Academic & Work Experience 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 


Eam a BACHELOR'S MASTER'S or DOCTORATE Degree by 


a o puedo 
erar poctl il api ponies peed 


Send detailed résumé on work life and academic experience for a no 
TM TINH, 








|. IN BUSINESS JA PANESE 


his course is now available for the first time in the 
nited Kingdom at the School of Oriental and African 


Studies (University of London). 


CONTENT: 


. As well as 100 hours of tuition in spoken Japanese with 


a specific business orientation, the course will provide a 
good deal of information on Japanese business struc- 
tures and practices. JETRO (JAPAN EXTERNAL TRADE 
ORGANISATION) will ensure that this information is 
relevant and up-to-date. 


METHOD: 


It is intended to offer the course in an extended form 
on Monday and Wednesday evenings, beginning on 7 
November 1988; and also for four weeks as a full-time 
intensive course in Spring 1989. 


FEE: 


The cost of the course in either mode will be £875- 


which covers tuition and the necessary textbooks. 


ENQUIRIES: 
For further details and ap lication forms contact: 
Peter Whitaker, School of Oriental and African Studies 
HP. Tel: d of London), Malet Street, kondon WCIE 
1-637 2388, ext 2590. 

















| 
| 
| 
| 
| 
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| 






. England. 
| i n Telephone: 01-379 5022 















ge 
STRATEGIC THAI MANAGEMENT CENTRE 
PROGRAMMES 1988-89 
<> 
MANAGING IN THE 


MULTEBUSINESS 
COMPANY 


A one-week specialist programme for those facing tough 
| issues in the management of multiple businesses. 


The programme covers the latest thinking on corporate 
strategy and Mc al process issues in multi-business - 
companies. It is also designed as a problem-solving week, 

Where participants help each other to resolve 
important issues facing their own particular businesses. 


DATES: 13-17 Februar 1989 FEE: £1,950 -- VAT fully incl. 
VENUE: Ashr dge rp DUE College 


G acn DECISIONS 







lvi bet era em sing. 
cic concepts mie the realities of eee 
decision- -making. 


DATES: 20 - 25 November 1988* 

12 - 16 June 1989, 13 - 17 November 1989 
. 1989 FEE: £1, 650 + VAT fully incl. 
VENUE: Ashridge Management College 
*Highgate House, Creaton, Northants. 


<> 


Both programmes are directed by Andrew Campbell 
and Michael Goold, founding directors of the Ashridge 
Strategic Management Centre which specialises in 
work relating to strategic decision making processes. 
Michael Goold was previously Vice-President 
of the Boston Consulting Group, and Andrew Campbell 
_ formerly with McKinsey and Co. 























For full details, please ‘phone for a brochure to: 


Sally Yeun , Administrator, | OR jo S uare, Rey ip 
y Yeung 2 3 y 5q gistrat, = 


Ashridge Strategic Sis) Ashridge Management => 
Management Centre, SET College, Berkhamsted, —.- 

"o. T Kingsway, j Hertfordshire HP4 INS | 
'" London WC2B 6XF England. Lu 


Telephone: (044 284) 
3491 or 2n. 
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EUROPEAN BUSINESS SCHOOLS 


In PARIS, WIESBADEN, LONDON and MADRID are 
pleased to announce that the EBS has expanded its 
European network to include the EBS-BENELUX, 

recently established in BRUSSELS. - 
Founded in Paris in 1967,21 years ago, EBS Schools 
enjoy an excellent reputation for its quality 4-year 
Degree in European Business Administration 
program. 
The EBS in BRUSSELS is a bilingual English-French 
School. | 
The EBS 3rd year includes a semester in (2) other 
i EBS Schools. | 
For the 1988-1989 academic year, starting 3 
October, 1988, we are currently inviting . 
applications from future students. 


If you are interested, please write or call us: 
EUROPEAN 
BUSINESS SCHOOL 


462 AVENUE MOLIERE, 
B-1060 BRUSSELS 

BELGIUM — 

Int UK: (010) 32 14 31 12 15/31 44 79 
FAX Int UK: (010) 32 14 3145 25. 










































































eee 
^ FRANCAIS, ESPANOL, 

[| NEDERLANDS, ENGLISH 66 f 
- The originality of the Céran 66 concept i 





1. intensive study of the language 
(Minimum 34 lessons per week) 


-- 


2. Constant practice of what you have learnt, every 


day from 8 a.m. to 10 p.m., | 
with teachers present at mealtimes and in the evenings. 


d TOTAL: 66 hours per week of immersion in the language 





e Residential courses, every 
comfort. 

€ Private and group lessons, 
(Maximum 8 participants). 

€ Courses in French for young 
people during the holidays. ` 





. 184; Avenue du Cháteau, Niveze - 8-4880 Spa - Belgium. s 
Tel. (+32) 87/87 71 84 - Fax (+32) B7/77 36 28 - Telex 49650 cerar D 
i —— 4nU.S.A. Languagency - Tel. (203)287 - 1699 - Fax (203) 284 - 1827 


310 a. Se 











_ LEARN © 
FRENCH 


The intensive way and in real 
immersion. This means living 














i i JEN Y in one of the most picturesque 
2 wn ru. Ld regions of France and really - 
LEARN TO SPEAK FRENCH BY becoming fluent. Also Boring 
TOTAL NATURAL IMMERSION psa duce crim aid 


gramme on the French Riviera. 
State age, goal level and time 
available. US transfer credits. 


with French participants for 7 
intensive days in the DORDOGNE 


Chateau LA VALOUZE The French and American 
J. L. Lefevre CIEL.BP.180 Study Center, BP 176, LI- 
24490 LA ROCHE CHALAIS, France SIEUX — 14104  Cedex— 
Tel: 5391 44 28 FRANCE. Tel: 31.31.22.01. 





INTERNATIONAL PROPERTY 


PRESTIGIOUS LONDON ADDRESS: 
Personal/company use. Special ser- 
vices. American Business Services. 


COUNTRY COTTAGE (big but dere- 
lict} on one acre of fand near Bergerac. 
Idyilic setting. £18,000 ono. A. Hunter, 


0349 





19A Golders Green Crescent, London 


Tel: +44-1-706 0342. Fax: 01-706 
NW11. Telephone: 01 -455 3761. 























"LANGUEDOC — ROUSSILLON 
| STONE BUILT 


FARMHOUSE TO RENOVATE 
22 hectares, panoramic views, F800,000. 





Large selection of properties available ranging from 
village houses at F200,000 to domains at F3,000,000. 


Contact Patty or Jan. Telephone 68.22.67.68 (office), 
68.53.37.47 (home). IFAC, 13 Avenue de Gaulle, 
66200, Elne, France. er An 












Move To The Country... 
... to a forgotten village in the 
Shenandoah Valley, 60 miles 
northwest of Washington, D.C. 
Lovely and historic house, built ras = We 
1851, immaculately restored, M ie | l , 
with 4 bedrooms, 4 baths. ERa aes 
Room for office, shop. $140,000. EE C Mere a c NR 
M". a | p EMT EM 
For photos, etc., call owner's office: (703) 662-4451; home: (703) 465-5669. 
O'Connell, P.O. Box 94, Winchester, Virginia 22601 USA. 












LANGUEDOC—ROUSSILLON 


STONE BUILT 
VILLAGE HOUSE 


‘Partially renovated, small walled garden, F267,000. 


Large selection of properties available ranging from 
village houses at F200,000 to domains at F3,000,000. 
Contact Patty or Jan. Telephone 68.22.67.68 (office), 
| 68.53.37.47 (home). IFAC, 13 Avenue de Gaulle, 






















Debrett 


May we trace your ancestors? 
Debrett have traced the ancestry of 
thousands of families from commoners 
to kings, worldwide. Send known details 
for free feasibility advice and leaflet to: 
Debrett Ancestry Research Ltd, Dept. EN, 
Gordon Road, Winchester UK $023 7DD 
Tel (0962) 69067 











London 
South Kensington 


Luxury fully furnished 2 bed, Z bath flats in 

sac off Queens Gate. Newly 

converted and modernised with direct dial 

telephones, n en security and 
our TV, 


Fuli details: Pauline 
Tel: 01-902 8151. Telex 893095 


Sunsac Fax 01-900 1353 
Short or long lets 















POINTMENTS 











LONDON 
ENGLAND . 

ea of Maia can offer vou ihe 

comfort and privacy of a recently convert- 







ed period Georgian town house. 
Please contact B. Ltd, PO 
Box 1176, la 22117, 






Vi n 
USA. Telephone (703) 687: 1. Telex 
882080. 









SCANDAL 


If you are aware of an injus- 
tice which you believe should 
be exposed please write in 
confidence to: Gareth Jones, 
The Cook Report, Central In- 
dependent TV plc, Broad 
Street, Birmingham B1 2JP. 
























^ expectations to: DRI 


UNIVERSITY OF DUNDEE 
DEPARTMENT OF ECONOMICS 


ROBERT FLEMING CHAIR IN 
FINANCE AND INVESTMENT 


Applications from candidates with 
relevant academic or business ex- 
perience are invited for this chair in 
the Department of Economics in 
succession to Professor Mark Taylor. 
**- successful candidate will be ex- 

ed to play a leading role in 
-muing the development of re- 
search and teaching in the area of 
finance which is being expanded in 
the University in co-operation with 
the Department. of Accountancy 
and Business Finance. 


The University wishes to make an 
appointment from 1 January 1989, 
or as soon as possible thereafter. 
Salary will be within the professorial 
range. Potential candidates wishing 
to make informal contact with the 
department are invited to contact 
Mr C. D. Rogers, Head of the De- 
partment of Economics. 


Further particulars from, and ap- 
plications, with curriculum vitae 
(six copies or, if posted overseas, 
one copy in a format suitable for 
photocopying) and the names 
and addresses of three referees 
to, the Personnel Office, The Uni- 
versity, Dundee DD1 4HN. Please 
quote reference EST/34/88. Clos- 
ing date 21 October 1988. 
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ORI Energy 
à division of DRI/McGraw-Hill, is seeking a 


JUNIOR OIL ECONOMIST 


to contribute to its short-term oi! price forecasts and oll data services. Candidates should 

possess strong report-writing capabilities and good quantitative skills, and should ideally have 
ined a good degree or an MSc in economics or econometrics. Knowledge of oil markets and — 

; brecastin would be an advantage. The position is based in Paris and the working language is 

English. Please apply in writing, with a full CV and, if possible, an indication of salary 
nergy, 13 Rue du 4 Septembre, 75002 Paris, France. 










UNIVERSITY OF NOTTINGHAM 


PRODUCTIVITY IN 
ELECTRONICS/IT 
INDUSTRIES 
Exciting opportunities exist for a 
Senior Research Assistant on an 
SERC/industry funded. research 
programme being carried out 
jointly by the Department of Pro- 
duction Engineering and Produc- 
tion Management and the Depart- 
ment of. industrial Economics, 
Accounting and Insurance in col- 
laboration with four major elec- 
tronics/IT companies. The project 
is well under way and aims at 
developing and evaluating meth- 
ods for assessing the productivity 


of the design function within à 
total system framework and hence 
generating financial models to as- 
sess returns from investment de- 
cisions on design. 


The appointment will be for two 
years with the salary on a scale 


rising to £15,720 per annum. 
Candidates should have an appro- 
priate background in a relevant 
engineering, economics or finance 
discipline. . | 

Further particulars and applica- 
tion form, returnable nol later 
than 17 October 1988, from the 


Personnel Office, University of 


Nottingham, University Park, 
Nottingham NG7 2RD. Telephone 
pe 484848, ext 3355. Ref No. 
























GRADUATE, 34 years, experienced 
director and general manager, seeks 
management position with international 
flavour. Multilingual, main. Germar 
italian. Tel: 061-429 6352. 


WANT TO BE REPRESENTED IN TO- 
KYO? Japanese marketing agent visit- 
ing Britain and US later this year will. 
represent quality manufacturing and 
service companies in Japan. Call Joce- 

lyn Briggs, Akiba and Co, 38 St John 
Street, London EC1M 4AY, Tal: 01-251... 
8798. Fax: 01-251 8801. e 


Canadian ceramic tile manufacturing f 
company located in Ontario seeks buy ]- 
ers and investors. Extremely profitable, | 
Solid opportunity. For more informa- ]. 
tion, contact: 
R. Frisch, VP, Estevan Brick, 

1406 Avenue unm. Saskatchewan, 
Canada SAN Telex: 40713121. 





GROUP OF EXPERIENCED CON- 
SULTANTS can accept further assign- 
ments for market research and eválua- 
tion in UK, North America, Far East 
For full information write Box No 3613, 
The Economist, 25 St James's Street, 
London SWIA 1HG. 














OVERSEAS POSITIONS 






* 












* * 
Looking for Business 
f $15 | * 9 
Acquisitions Worldwide? |. 
Within 4 to 12 months, Bossard can secure fy 
international opportunities using our exclusive T 
business search network, Reporting on each 
candidate with assessment of competition, market 
Surveys and strategic analysis. Investments from ^ 
US$ 1 to 20 million. Assistance pertaining to Lc 
corporate financing, tax, legalities, auditing. Our 1 
moderate retainer lee is deductible from the [- 
success lee based on Lehman Formula plus 196. F 
No intermediaries, Guaranteed contidantiality. 
References since 1972 in the US., Europe and Far: 
East. Contact us today for our newsletter — no 


obligation. 
BOSSARD, Inc. . 


" "o 

168% 4426 Covington Highway 

kc Decatur (Atlanta), GA 30035 USA 
(404) 284-1828 TLX 750728 


Offices: Atlanta, Tokyo, London, Milan à Madras ^ 




















PROPERTIES TO LET 


S G BOLAND 


| Tel: 01-221 2615 Fax: 01-727 6045 












































PUBLICATION 









i e 
Tax-Free Exporting Zones 
WHERE SHOULD YOUR COMPANY SET UP ITS NEXT 
OFFSHORE PRODUCTION ENTERPRISE? 













Tax-Free Exporting Zones: A User’s Manual is a unique analysis of E 
zones in 19 countries worldwide, Within a standard format it reviews. 





every factor to affect your business, including: 






* Where are the most attractive incentives and benefits? 







* Where can you achieve maximum access to your target markets? 







* Where are the electricity supply and communications too unreliable? 







* Where are the most highly skilled workers and in what sectors? 







* How easy and quick is it to set up in each zone? 








This brand new manual has been written by independent researchers, 
economists and analysts in each country and provides you with an 
alternative view from the local development agencies. | 

The Economist Publications Limited 40 Duke Street London WILA LOW 


ORDER FOR EBILA 


Please.send me uuo copy(ies) of Tax-Free Exporting Zones: A User's Manual. 
Í Price: UK & Europe £200, North America US$389, Rest of World £203. | 


J enclose a cheque for £/US$ oo payable to The Economist Publications Limited. 1 
NAE ec ce re. 













Position... 






MR VAEA AA E AA N aA, ———— n saani 


Please send your order with remittance to- . ; 
40 Duke Street 19 Rockefeller Plaza (12th floor), E CONG ; . 

| London WIA LDW New York, NY 10020, USA. i Lono mist | 
Telephone: (01) 499 2278 Telephone: (212) 541-5730 ^ ^ 

E a um m PUBLICATIONS ! 


l Registered Olfice: 25 Si Iames's Street, London SWIA 1HG. Registered in London no. 1762617. 
























TRAVEL DOCUMENTS—Naturalisa- 
tion—consuis—citizenships-—-IDS— 
drive licences—degrees. INI, 26 Kleo- 
menous, Athens 10675, Greece. 


PROFITABLE BUSINESSES FOR 
SALE. Good terms/owner finance, o- 
cated west/midwest states. A.B.C. Paul 
~ Grillos. Tel: 719-630 8188. 
















LONDON 


THE ECONOMETRIC 


ESP® 


SOFTWARE PACKAGE . PLC COMPANY 
Most widely used software es- 
Gone éco elite and corp Aanáfs For Sale 
|| LM etnica estimation and model Capitalised and 
J simu capabilities. 3 ] 
` Dealer inquiries invited, 617/861-8852 ready to trade 
Mikros, Inc., 76 Bedford St., Suite 33 £3,000 


Lexington, Mass., 02173 USA 





Tel: 01-878 8629 












































THE PERFECT US BRANCH OFFICES. 


-Prestigiaus New York and Los Angeles business addresses available with private 
telephone numbers, personalised telephone answering, Fax and Telex numbers, 
reception, mail/package igo and two hours free per month in a fully furnished 
office or conference room. $210/mo. complete in Los Angeles; $325 complete in 
New York City. Additional or full-time space, complete word processing Support, 
and reciprocal-use arrangements with our European office network also available. 
Call for details: Pedus Office, inc. 

New York (212) 230 2323 

Los Angeles (213) 284 31 















^. AFRICA OFF-LINE DATABANKS 
. (IBM and compatibles (PC/XT/AT) 256 K RAM min.) - 
Spotlight a country's trade potential and economic outlook through rapid | 
 datà extraction with accompanying analytical facilities. Annual, 


or 34" disks. Friendly supporting manuals give practical guidance on why ` 
and how to construct and interpret statistical ratios and explanatory tables. 
Five databanks, with over 6000 time series, cover independently Finance, 
- Foreign Trade, Macro-economie series, World Commodity Prices, Imports 
- by 73 SITC classes with principal partners’ market share. They are ac 
* panied by trend analysis software; including currency convi 8; with . 
“spreadsheet access for graphics, model-building etc. Examples included. | 











| Global-Stats Ltd. - Unit 1 - Clarks Industrial Estate - Newtown Rd -Hove -BN3 7DN. 
UK. - Tel. 0273 71521 : Fax. 0273 732414 - Tix, 46690 ICC XG (Attn. A 1113) 


- ACCOUNTING PRACTICE IN HONG KONG 
. A small proprietorship of certified public accountants practising for 40 
years is interested to enter associateship or partnership with an 


international firm interested to move to Hong Kong. The taxed profits for 
the past five years: 


Year ended March Firm profit Profit for its secretarial and 
share registration arm 
1984 1,087,000 281,594 
^L 1985 737,366 251,631 
1986 740,029 219,916 
1987 1,106,423 849,808 
1988  .. 939,000" 574,328* 
*to be returned. 


interested parties are requested to write to Post Office Box 1357 Hong 
Kong, setting out the proposed association desired and roughly how 
the association is to be implemented. 


AGENTS REQUIRED 


by a Major Financial fnstitution 





worldwide, - 


3614, The Economist, 25 St James's Street, London SWIA THG, 










112 





10. make 





quarterly and monthly updates cover 41 AFRICAN COUNTRIES on 5" [| 





3 aE 


T S cmt X^ laore 
Salas & Deach 
i f 


ET H al /, tty gt 
PIHOAAYS 


Kenya is d country that will excite your every 
sense with its beauty, and exotic 
culture. To obtain a copy ot our brochure 

please contact us at 
SOMAK TRAVEL LIMITED 
545 High Road, Wembley, Middlesex HAO 2D), 


9101-903 81668) 
^. 0190 6963 (M hours) SL." 








Readers are recommended 
appropriate advice before sending any mon- 
a incurring. any expense or entering into a 


ding commitment in relation to an adver- ^ 
tisement, The Economist Newspaper Limit- 


ed shail not be liable to any person for loss 
or damage incurred or suffered as a result of 
his/her accepting or offering to accept an 
published in The Economist, . 


AUTHORS invited to — submit 

manuscripts, all types (including po- 

ems), for book publication. Reasonable 

terms. Stockwell, Dept 75, lifracombe, 
. Devon, UK (Est 1898). 





COMPUTER SYSTEMS. Business/ 
systems analysis, design,- auditing, 
quality assurance, training, feasibility 
ar IT Management. Tel: 09274- 





CONFIDENTIAL TAX EXEMPT COR- 
PORATIONS. For registration write to: 
CARIBBEAN CONSULTANTS AND LI- 
AISON GROUP LTD, PO Box 222, 
Basseterre, St Kitts, WI. Tel: 809 465 
2887. 





WANTED - Rolexes, Rolexes, Ro- 
lexes, Cartier, Patek-Philippe, Piaget 
and other fine watches. Old or new, 
working or not. Cash paid. Watches 
also sold and part-exchanged. ~ 
mond John. 01-286 7102. 











INVENTIONS, new products confiden- 
tially submitted FREE to manufactur- 
ers/marketers. Write for registration: 
ISC Data Bank-EC, 903 Liberty, Pitts- 
burgh, PA, 15222. 













ca 


“ST. JAMES SNUMISMATICS 


U.S. RARE COINS | 


PCGS Graded Coins only. — 
Call or write for information on individual Coins, Portfolios, and Sets. 


629 Camino Los Mares 


; ite 208 . 
. San Clemente, CA 92672 





COBURG HOTEL 


129 Bayswater Road, 
Hyde Park, 
London W2 AR] 
Tel: 01-229 3654 
Telex: 268235 COBURG 
Fax: 01-229 0557 
Single: £55.00 incl VAT 
Double/Twin: £77.00 incl VAT 
Extra Single: £15.00 incl VAT 
Facing Hyde Park. Traditional 
hotel with all amenities. 
English breakfast included. 


"The opportunity to represent a well established financial institution (assets exceed US$7 billion) in a new 
and rapidly expanding investment sector. Financial intermediaries, and investment advisors are required 


E Commissions are highly attractive and full support is offered to agents both locally and from the Group — 
head office in London. Full details are available, if you would like to know more simply write to: Box No 




















‘Tel: 714/665-5424 
> Fax: 714/494-3213 


IRAQ 
BUSINESS OPPORTUNITI 


A prominent Iraqi company, with 30 years of 
general business experience, is ideally placed to 






assist multinational companies in the establish- 
ment or expansion of their business activities, 
particularly in reconstruction and trade. 


Business proposals are to be addressed to: 







PO Box 5762, 
Telex: 21211 


EXECUTIVE 
HOTEL 


57 Pont Street 
Knightsbridge 
London SW1X OBD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 
Extra Single: £19.95 + VAT 

Elegance, privacy and exceptional 
value in one of the world's most | 
fashionable neighbourhoods. Buffet | 
style English breakfast included. f- 


hdad, ! 
ADIK 
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OUTPUT, DEMAND AND JOBS Japan's industrial production rose 2.296 in August, taking the 12- 
month total to 11.496, up from 7.7% in July. Japan's retail sales grew 7.1% in volume in the year to 
June. In the same period retail sales rose 2.2% in France; 0.9% in Holland; 0.4% in Sweden; and 
not at all in Switzerland. Canada's retail sales grew 4.396 in the 12 months to July. Italy's GNP rose 
3.1% in the year to the first quarter of 1988, up from 2.8% to the last quarter of 1987. Sweden's GNP 
increased by only 1.096 in the year to the second quarter. 








% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australia — 4123 +19 w +72 Á*51am — 04 *310 70 ag B1 
Belgum = +50 +26 tm na — na +107 — 04 wi — 117 a° 126 
Canada +34 +73 m +89 +49 @ + 64 + 43 w 8.0 Aug 8.8 
France +13 +29 m +24 +358 — 58 + 22 àn 104 ag — 107 
W. Germany + 31 43231! w -07 +34a +10.6 nil Ju B.B aw 8.9 
Holland — 50 fil *37 + 32 a — §5 + 09 uw 140 A 14.0 
Italy +24 —09 w +36 +33 o +49 + 16 mt 164 w° 141 
Japan +62 +114 a —39 + 56 a + 61 * ow 25 m 27 
Spain +45 +24 of na na —13.8 + 03 os 19.7 a4 203 
Sweden +167 +26 o +42 +10 —152 04 j^ 18 A 24 
Switzerland — 68 +57 o + 11 + 28 € + 26 nil wt 0.7 uw" 07 
UK +54 +30 m +18 +40 @ + 91 + 67 Aw BO Ag — 100 
i +65 +53 w +30 +42 @ +12 + 23 su 5.6 Mg 6.0 
@ index deflated by CPI, 





PRICES AND WAGES Average earnings in Canada rose 5.4% in the 12 months to July; in Italy they 
rose 6.2% in the year to May. Belgium's wholesale prices have stopped falling: they were the same 
in June as a year earlier. Belgian consumer prices rose 0.9% in the 12 months to August. 
Switzerland's wholesale prices rose 2.1% in the year to August, compared with only 0.2% in the 
year to January. Australia's wholesale prices in June were 7.6% higher than a year earlier. 




















% change at annual rate 
consumer prices” wholesale prices* wages/earningst 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 
Australia + 7.0 + 7L) May + 68 + 7.6 w + 74 + 7.3 mw 

+ 27 + 09 rw + 16 nil An —13.4 + 15 ay’ 
Canada + 48 + 40 rw + 3,7 + 3.7 sw + 21 + 54 w’ 
France + 3.6 + 27 a + 43 + 29 a + 33 + 3.3 w* 
W. + 19 + 12 wg * 24 + 1.3 > Aug + 77 + 3.4 ww 
Holland + 11 + 09 Ag + 38 + 09 sun + 09 +09 wx 

+ 39 + 50 us * 49 + 46 a + 60 + 6.2 w* 

+ 19 * 05 m * 23 — 10 Aug + 35 + 30 x 

+ 5.9 + 57 + 23 + 3.0 su + 46 + 68 uw 
Sweden + 48 + 58 au * 62 + 63 m 418.8 + 69 mw* 
Switzerland — 0.1 + 18 Ag + 25 + 2.1 Aug +148 + 27 m’ 
UK * 66 + 57 + 51 + 49 wg * 10.6 + 90 uw 
USA * 51 + 40 Aw * 56 + 27 Aw + 28 + 3.0 ray 





m SHIPPING ORDERS South Korea and 
Japan account for just over half of the 
world’s shipbuilding order book of 24m 
gross tonnes. The next biggest producer, 
Yugoslavia, has only 5% of the market. 
Since 1978 world orders have fallen by a 
fifth. Two-fifths of the business is for oil 
tankers. Orders peaked in mid-1981 but 
cheaper oil—and the Gulf war—then made 
the tanker business less attractive. Japan's 
share of the declining total has not changed. 
South Korea has raised its market share 
from 396 to 2796 by winning 3796 of all 
orders for tankers and bulk carriers. Yugo- 
slavia has progressed from a 1196 market 
share ten years ago. Brazil has slipped from 
10% $b 3% of total orders. Britain, France 
and Spain have all lost a big share of the 
world order book. 
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COMMODITY PRICE INDEX 
Is the boom in commodity 
prices over? Along with fall- 
ing oil prices, other commodities are starting 
to droop. In the 18 months to June this year 
our all-items index (a good measure of the 
price of commodity imports into OECD coun- 
tries) rose 67% in sor terms. The index has 
fallen 17% since then. Affected by the 
drought in North America, the food index 
rose 3096 in the two months to the beginning 
of July, but has since dropped 1196. Metals 
sustained last year's strong rise for the first 
five months of this year, but have fallen 2796 
since the beginning of June. Non-food agri- 
cultural prices are faring worst—they have 
fallen back to their level of a year ago. 








SOR terms, Jan 5 1988«100- SE 















1985 — 100 % change on 
20  $ep271 one one 
month year 
Dollar index 
All iterns 142.9 139.2 — 7.1 +197 
Food 113.9 113.1 — 21 +245 
industrials 
All 171.7 1652 . —103 +165 
Nfa 11 140.3 138.8 —21 +16 
Metals 193.9 183.8 —141 +265 
Sterling index 
All items 108.6 1063  Á — 65 +161 
Food 86.6 86.3 — 14 +4208 
Industrials 
All 1305 1261) — 96 +131 
Nfa 11 106.7 106.0 — 144 — 14 
Metals 147.4 140.4 —135 +228 
SDR index 
All items 1120 109.6 — 68 +187 
Food 89.3 89.0 — 18 +236 
Industrials I 
All 134.6 130.1 —10.0 4156 
Nia tt 110.0 109.3 —18 +08 
Metals 152.1 1448 —13.8 +255 
Gold 
$ per oz 410.25 39600 — 76 — 139 
Crude oil North Sea Brent 
$ per barrel 1266 -—130 — 320 


Footnotes applicable to all tables. All figures seasonally adjusted except * not seas. adj. t Average o! latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available. 
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@ AMERICAN TRADE The United States 
sells more to Canada than to any other 
country, and buys more from Japan. Its 
biggest deficit is with Japan: in 1987 Ameri- 
ca's exports to Japan were worth $28 billion, 
but its imports from Japan came to $60 
billion more. Over half of that gap was a 
deficit on trade in cars. Imports of Japanese 
high-technology goods were worth $22 bil- 
lion more than Japan's imports of similar 
| American equipment. America has a high- 
tech surplus with Canada, but a deficit on 
agricultural trade. The EEC is a net importer 
of American high-tech and farm products, 
but a net exporter of cars and other manu- 
factures. America's deficit with the EEC was 
$24 billion last year, with Canada $12 billion. 
Its deficit with little Taiwan was even bigger: 
$19 billion. 
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WORLD BOURSES Share prices fell 0.2% in both America and Japan, but rose 2% in London 
because of takeover activity. There were gains on continental-European stockmarkets: Frankfurt, 
Paris, Brussels and Stockholm all reached 1988 highs during the week. 


Stock price indices 
high 

Australia 1545.0 1657.8 
E 5244.9 5315.1 
Canada 3262.2 3465.4 
France 375.8 375.8 
W.Germany 1569.1 1576.4 
Holland 270.2 284.8 
Hongkong 2466.2 2772.5 
Italy 537.5 545.1 
Japan 27499.6 28423.4 
Singapore 1022.3 1177.9 
South Africa 1690.0 1758.0 
Spain 273.7 301.6 
Sweden 3088.4 3124.5 
Switzerland 565.0 559.0 
UK 1808.0 1876.0 
USA 2082.3 2158.6 


low 


1170.7 
3608.4 
2977.9 
251.3 
1207.9 
205.7 
2223.0 
423.9 
21217.0 
833.6 
1387.0 
225.5 
2148.5 
466.6 
1694.5 
1879.1 


week 


— 0.1 
* 07 
nil 
* 30 
* 07 
* 0.6 
+ 18 
* 25 
— 02 
— 1.7 
+ 16 
— 12 
+ 09 
+ 20 
+ 2.0 
— 02 


— 917 
* 20 
— 166 
9.8 
— 206 
— 133 
— 36.1 
— 159 
+ 58 
— 27.6 
— 245 
— 118 
+ 08 
— 216 
— 237 
— 19.6 
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% Change on 
record 31/12/87 
high in local in $ 
currency terms 
—33.0 417.8 4278 
— 31 443.6 +19.6t 
—20.7 + 32 +10.1 
— 18,4 +33.9 +11.8 
—31.1 +20.7 + 11 
—19.1 +29.5 +83 
—37.6 + 743 * 64 
—40.8 +10.1 — 83 
— 33 +27.5 +15.1 
—32.1 +24.1 +21.6 
—25.4 +17.1 — 85t 
—15.9 +20.5 + 42 
— §5 +42.3 +27.6 
—22.6 +19.1 — 45 
—26.0 + 56 — §7 
—23.5 + 74 * 74 
at financial rate 


MONEY AND INTEREST RATES In America interest rates rose by a fraction. Short-term rates did 
the same in Japan, but long-term government bond yields fell. This was also true in most European 
countries. Australian interest rates increased more sharply. 


Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow  Broadt Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 

[M1] lending 3 months long-term 3 months 
Australia +166 +128 w 1280°* 13.62**  15.50'* 13.40°°  1210'* 13.10°* 1325 14.39 
Belgium * 47 +10.2 o 7.13 7.35 9.50 6.95 8.08 8.21 7.44 7.90 
Canada + 40 +11.1 ag 10.13 10.50 11.75 10.40 10.07 10.74 10.19 10.38 
France * 10 + 6.3 Jun 7.50 7.75 9.25 7.88 8.89**  9.50** 7.81 9.02 
W.Germany+104 + 62 si 4.80 4.85 6.00 441 6.35 6.15 494 5.50 
Holland + 81 + 8.0 Jun 5.44 5.56 7.25 5.56 6.24 6.64 5.56 6.34 
+59 +67 my 1088 11.75 12.88 10.85 11.13 11.63 10.83 
Japan + 72 +11.1 ow 4.06 4.20 3.38 1.76 5.05 4.82 5.00 5.03 
Spain 4204 +132 mm 1132 1210 1350 7.50 12.27 13.47 12.75 na 
Sweden na + 50 w 9.90 1075 12.00 10.50 11.31 12.10 1025 11.39 
Switzerland + 18.6 *118 May 3.00 3.38 5.25 3.25 4.24 4.66 3.38 4.67 
UK +178 +20.6 xw 11.00 12.13 13.00 11.81 9.80 11.12 11.94 11.09 
USA * 48 + 6.6 Aw 8.13 8.11 10.00 B.20 9.09 9.74 8.38 B.89 


Other key rates in London 3-mth Treasury Bills 11.696, 7-day Interbank 10.9%, clearing banks’ 7-day notice 3.8%. Eurodollar 
rates (Libor): 3 mths 8.396, 6 mths 8.6%. 


Canada, France, Spain, 


akso any Switzerland, USA, UK, W. 
of Bilbao, rede ren bring neruos se. um 
Suisse First Boston, Wharton Econometrics. 


M2 plus CDs. Definitions of interest rates available on 
—— Credietbank, Credit L ANZ B 


1Australia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/fob. tt Bank of England index 1975 = 100. tt Excluding gold. **Jun $1987. §§New series. 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Sdn. Bhd. 


yonnais, 
These rates are indicative only and cannot be construed as offers by these banks. **Last week's rates. 





TRADE, EXCHANGE RATES AND RESERVES Britain's trade deficit narrowed to $3.1 billion (£1.8 billion) in August from the record $4.5 billion in 
July. This was still Britain's second largest monthly deficit ever, and means that its trade deficit so far in 1988 is $22.8 billion. Despite this, the trade- 
weighted pound was unchanged on the week. The dollar rose against sterling and the D-mark, and was unchanged against the yen. France's trade 
deficit increased to $1.4 billion in August; Sweden's surplus disappeared. 








trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
Sbn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £  perSDR  perecu Jul year ago 
Australia -0.35 w - 01 . — 91» 61.5 56.6 1.28 1.39 2.15 165 — 141 12.8 9.3 
Belgium + 0.39 Fe 0.1 + 36 0 97.8 99.5 39.4 38.2 66.2 508 43.5 8.6 8.1 
Canada 1244 + 63 - 78 € 85.0 79.2 1,22 1.31 2.05 157 — 134 14.6 5.6 
France — 141 Ax = 48 — 3.1 o 68.5 71.3 6.40 6.12 10.7 8.24 7.06 29.8** 32.2 
W. Germany + 823 » + 703 471 w 143.9 146.1 1.88 1.84 3.16 2.42 2.07 61.3 60.9 
Holland + 0.18 my + 25 + 340 1325 —— 1344 2.12 2.07 356 273 — 2% 147 — 139 
Italy 4 090w, — 95 + 55 on 44.8 47.1 1400 1327 2350 1804 1546 29.4 21.4 
Japan + 724 um — * 920 + 798 sw 239.4 219.1 134 146 226 173 148 88.1 69.5 
Spain = 2.10. s — 185 — 15 a 49.8 50.6 125 122 209 161 138 33.9** 19.9 
Sweden — 0.00 4» + 37 — 16 ^ 67.7 67.7 6.45 6.44 10.8 8.32 7.12 7.9 8.0 
Switzerland — 0.294 — 53 + 77 1645 — 1714 1,59 1.53 2.67 205 176 230 199 
UK - 908 ay  — 298 — 197 m 75.6 73.1 0.60 0.61 -— 077 066 412 — 291 
USA — 807 w —134.388 —1458 w@ 99.7 102.0 — — 1.67 1.29 1.10 32.8 33.3 











Obtain the Property Report required b 


The most precious thin: 


Land.. what else can give you so much pleasure now and for years to come? i 


he land we're offering is far 
Tos the crowds and rat race of 

cities, away from noise and 
pollution. It's nature in an un- 
spoiled state. 

Each ranch is 40 acres or more. 
A really big spread. With controlled 
access that assures exclusivity 
and privacy. We're up in the moun- 
tains of Colorado's glorious San- 
gre de Cristo range—the heart of the 
Rockies. Where deer, elk, eagles, 
wild turkey and other birds and ani- 
mals still roam. 

Very few owners will share this 
part of the American Alps, and our 
concept for buyers is simple: A 
large, desirable piece of property, 
offered with financing and full 
buyer protection. You can build 


a 


here if and when you want. You 
may use it as a base for vacations, 
for cross-country skiing, hunting, 
fishing, hiking, camping and all 
kinds of outdoor sports and fam- 
ily fun. 

It's the perfect place to acquire 
a substantial part of the American 
dream. Here you will taste life on 
the scale it was meant to be lived. 

Forbes Magazine’s division, 
Sangre de Cristo Ranches, put this 
project together based on Pan 
many requests received over the 
years for a really large tract of 
land. Through Forbes Wagon Creek 
Ranch, we're pleased to be able to 
share a part ob it with you and your 
family. We've ranched this area 
for almost two decades and plan to 


you ean own 





>. 


be around for generations to 
come. Our neighboring Forbes 
Trinchera Ranch covers over 400 
square miles, which is our firm 
commitment to the future of this 
unspoiled paradise in Colorado. 

Ranches here start at $30,000. 
It’s not a small sum. But unlike 
paintings and jewelry or new cars, 
this ownership extends past your 
lifetime and the lives of those you 
love to guarantee your own sub- 
stantial heritage in America the 
beautiful. 

For complete information, 
without obligation, call 01-223- 
9066 or write to: Forbes Europe, 
Old Battersea House, 

30 Vicarage Crescent, L2 
London SW11, 3LD England. 








y Federal law and read it before signing anything. 
No Federal agency has judged the merits or value, if any, of this property. 
Equal Credit and Housing Opportunity. 


Wagan Creek 
Ranch 


em. "d 


— — ——— 


TI 


m MM 
À 


ini oggi a 





